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Talk about microfilming until youre fi 
blue tn the face...but [just cant afford tt! # 
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Obviously you havent heard! 
The new Micro-Twin recorder-reader 
costs less than you might expect to pay 


Jor a recorder alone! 


Here—combined and complete in a single unit—is 


eevee PITEETITI PITTI ITIL TTT TTT i titi en the microfilming equipment you can afford. 





SOLO AND SERVICED BY 


Burroughs 





Belle Howell 


MICROFILM EQUIPMENT 





Burroughs 


“Burroughs” and “Micro-Twin”—TM’s 


For the unique Micro-Twin that converts from 
recording to reading and back again—at the mere 
flick of a knob—actually costs substantially less 
than any other up-to-date microfilming system. 


It records as fast as it can be fed—by hand or 
automatically. You can photograph documents 
front and back simultaneously or one side only, as 
you prefer. You can even make full-size facsimile 
prints of any document image right from the 
Reader—and actually develop them in just a few 
minutes without a darkroom. 


Another important point! You also get these 
modern microfilming advantages in the new Model 
205 Microfilm Recorder and the Model 206 Reader. 
These, too, are precision-built by Bell & Howell. 


Yes, now that it is priced within your reach, 
isn’t it time you began to enjoy the space-saving, 
time-saving, money-saving advantages of micro- 
filming? For your demonstration, just call our 
nearest branch office. Burroughs Corporation, 
Detroit 32, Michigan. 














The LAS booklet, “How to Pre- 
pare for the C. P. A. Examina- 
tion,” is available upon request. 
Address your card or letter to the 
Secretary, TAS... 








How to prepare for 


the CPA Examination 


TAS offers an intensive CPA Coaching Course which 
has produced outstanding results. It is available only 
to competent accountants qualified through training 
and experience to prepare for the CPA examination. 
No attempt is made to teach general accounting; the 
entire course is pointed directly at the CPA examination. 


© The need for special coaching has been well estab- 
lished by innumerable experienced accountants who 
have floundered in the examination room. They knew 
how to make audits but they didn’t know (1) how to 
analyze problems for the purpose of deciding quickly 
the exact requirements, (2) how to solve problems 
quickly, (3) how to construct definitions acceptable to the 
examiners, or (4) how to decide quickly on proper 
terminology. 


@ The IAS-CPA Coaching Course has been designed 
for busy accountants. The home-study method of tutor- 
ing is ideally suited to CPA examination preparation. 
Maximum use can be made of every available hour. 


@ The text miaterial consists of 20 substantial loose-leaf 
assignments totaling more than 800 pages. It includes 
hundreds of CPA examination problems and questions, 
with solutions supplemented by elaborate explanations 
and comments, working sheets, side calculations, and 
discussions of authoritative opinions. 

® Written examinations at the end of each assignment 
require solutions to problems of CPA examination 
calibre. These are sent to the school where the grading, 
including personal comments and suggestions, is done 
by members of the IAS Faculty, all of whom are CPA’s. 
Supplementary review material is furnished to those 
who want to ‘‘brush up” on specific accounting sub- 
jects, at no additional cost. 


INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
A Conespondence School Since 1903 


209 WEST JACKSON BOULEVARD ® CHICAGO 6, ILLINOIS 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 





1. To establish, coordinate and matntain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together 
_ the necessary procedures to effectuate the 
plan. 


2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 





4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 





5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 





6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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ANNOUNCING OUR 





A.B.C. MEMBERSHIP 

















‘Che Hallmark 
of Chihstien Value 


As a new member of the Audit Bureau of Circula- 
tions, it is now our privilege to display the A.B.C. 
insigne— which for forty years has stood as the 
Hallmark of Circulation Value. Our new A.B.C. 
report, like this symbol, is your guide to the pur- 
chase of advertising from us...on the basis of 


FACTS. 


The Bureau’s exacting procedures have been ap- 
plied to our circulation practices and records by an 
experienced A.B.C. circulation auditor. 


Measured and tested to these high standards, the 
results appear in our new A.B.C. report, which tells 
you exactly: * How much paid circulation we 
have * How much unpaid distribution * How we 
get circulation * Our renewal percentage ¢ Busi- 
ness or occupation of our subscribers *« Where our 
circulation goes, and many other facts. 


Write for your copy of our A.B.C. report today. 
Study it to see why we’re proud to join the 3480 
other publishers, advertisers and agencies who 
are members of the Audit Bureau of Circulations. 


THE CONTROLLER 


A.B.C. REPORTS — FACTS AS THE BASIC MEASURE OF ADVERTISING VALUE 














GOOD WISHES 


4-270, Yutaka-cho 
Tokyo, Japan 
Message 
To Members of Controller Institute 


Gentlemen: 

First of all I am very happy to say “Con- 
gratulations on your Siliver Jubilee Con- 
trollers Annual National Conference.” 

I wish to inform you that your confer- 
ence which you might endevour to acquire 
possession of your own attainments in re- 
gard to the Business Administration or 
which Economics would promote is very, 
very brightly and will be given a large 
effective capacity in American Economic 
Society. 

I have begun to investigate the control- 
lership from this April, but I could not 
find the best book of Business Adminis- 
tration in Japan. Most of all Controller 
is dealt with the Business Management. 
Financial Management and Internal Con- 
trol. Consequently they who have written 
in this field seemed not to study the con- 
trollership with essential or practical in 
Japan. After all I could not help acknow!- 
edging the American Business, but I was 


unable to get in hand the English or 
American book. As my knowledge mostly 
depends upon the magazines, I can not 
comprehend the Controllership with en- 
tire. 

I should like to have you consider my 
conception based on new idea. I am sure 
to suggest you that if we would perceive 
the efficiency or rationalization in the 
business, we should have need to retouch 
the controllership. 

One man says in the magazine that he 
has been to observe what kinds of duties 
and works the controller having executed 
in American company possess, but he 
could not find the practical example as a 
management organization. I am sure to say 
that his words are proper to the new Busi- 
ness organization and that a word of so- 
called “Controller” is used for a pronoun 
as a staff of Treasurer Department. In 
general they regard controller as the stand- 
ards and records function. 

In this respect I am assured of recog- 
nizing the basic function but on the con- 
trary I can not but point out the organiza- 
tion. 

McKinsey says four controllers; Sales 
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and Publicity controller, Production con. 
troller, Buying and Merchandise control. 
ler and Financial controller. It seems to be 
needless that four controllers exist in g 
company. Consequently we should enforce 
a Pa of executive, we would have no 
effort to establish four controllers in 4 
company. I think, however, there is some. 
thing central to execute and control in a 
company in place of the Top-Management 
or Broad of Directors. I would hope to 
name this function “Central Controller.” 
The characteristics of this “Central Con. 
troller” I can not explain in short words, 
so I am promised to write a report that | 
am confident to inform you a theory of 
“Central” controller Institute. I am now 
writing this theory, but it is too difficult 
for me because I have no knowledge of 
making a report. Nevertheless I intended 
to finish writing a certain style until the 
end of October. But I shall be unable to 
perform until that time as I have not a 
typewritter. 

In order to make ‘Business’ more efhi- 
cient and rational we should examine the 
Business organization or the executive com- 
minucation. These key to observe any prob- 
lems of Business Admininistration might 
be influenced by my issue to the business 
society with the best advantage, I would 
pray. 

I pray for your conference to success 
and to progress in the Controller Institute. 


Very truly yours, 
FLECL. T. FUKUOKA 


The language is a little different from 
what most of us are accustomed to, but we 
are glad to note the interest in controller- 
ship as well as the good wishes for the suc- 
cess of the 25th Annual National Confer- 
ence of Controllers Institute. 


—The Editors 


WE'RE DIGESTEES 


Editors, THE CONTROLLER: 

I would like, each month, to receive a 
copy—better two copies—of THE Con- 
TROLLER, with the intention of using some 
of its material in McGraw-Hill Interna- 
tional’s Management Digest. 

The usual procedure with our stable of 
distinguished “‘digestees” is a freewheel- 
ing arrangement, whereby our staff can 
select, digest, occasionally rewrite all or 
part of an article. Full credit is given. 

Further, as a practical matter, our 
editors often get in touch with the journal 
in question to ask questions, clarify a 
point, or even seek further information of 
particular interest to a foreign audience. | 
make it my business to see that no changes 
in point of view or basic “pitch” are made 
in the original. And, we have never had 
any complaints from our digestees—so 
the process must work fairly well. 

Occasionally, our readers will request 
more information about a particular story, 
perhaps request copies of the original ar- 
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LISTEN CAREFULLY! Here’s exciting news for every 
boss who’s tired of typewriter noises. (And every 
girl who has to do the typing.) 

Royal has cut down the noise of electric typing. 
The new Royal Electric is lined with an amazing 
new soundproof material... actually reduces 
irritating typewriter noises. This means a quieter 
office—an office where both you and your typist 
will work better. 

What’s more, typing’s 13 times easier on the 





Shh! The new Royal electric speaks softly 


quiet Royal Electric than a non-electric type- 
writer. And because it’s so much easier, each 
typist does more work... better-looking work... 
in far less time. You save money. 


How much? Phone your Royal Representative. 
Together, you can analyze your set-up, taking into 
account salaries, days worked per year, hours 
typed per day and production rates. You'll be 
quietly surprised at how much the new Royal 
Electrics can save you. 


RGYAL electric - standard - portable 


Roytype® business supplies 


Royal Typewriter Company, Division of Royal McBee Corporation 
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The System that 
Activates Microfilmed 
Records 


All of the Articles of Incorpora- 
tion filed in a large western 
state are microfilmed and filed 
in Filmsort Vidifile Jackets, in- 
dexed for active use. Filmed on 
16mm microfilm, the Articles, 
By-laws and other pertinent 
data are filed in over 100,000 
4x 6” Jacket cards. The Vidifile 
Jacket with horizontally slit 





chambers for fast and simple 
filing of film strips is ideal for 
this application. Filmsort In- 
spector readers are utilized for 
reference purposes. 

The original and most com- 
plete system for unitized micro- 
film, Filmsort offers versatility 
and: adaptability unique in its 
field. Filmsort files filmed re- 
cords by frame or strip in Aper- 
ture card or Jacket, and provides 
the key to the mechanized filing, 
locating and reproduction of all 
types of microfilmed documents. 


For the Filmsort system and equipment best suited to 
your records needs, see your local Filmsort distributor. 






DIVISION OF 
DEXTER FOLDER COMPANY 
® Pearl River, New York 





ticle. Usually the editor of the journal 
in question likes to handle that himself: 
it gives him an idea of who is interested 
in what, and is generally good public re. 
lations. Failing that, we duplicate the 
original here in our offices. 

Management Digest is just a year old 
in its present name and format. We have 
what we believe is an extremely high- 
quality readership among executives out. 
side the U.S.A. and Canada. There are 
just over 30,000 of them; 15,000 are in 
Latin America, 9,000 in Europe, the rest 
scattered from Japan to the Middle East 
and Africa, and throughout the Common. 
wealth. 

These men are foreign nationals; they 
are top executives of manufacturing and 
processing industries, raw material pro- 
duction outfits, and to a lesser extent men 
in trade, finance, distribution, government 
and education. Some 48%, incidentally, 
are general officers of corporations and 
their assistants, 37% are officers, owners 
or directors of other companies ; they ate 
traveling, multilingual, U.S.-minded man- 
agement men. 

_If you have any further questions, do 
give me a call. If this arrangement is sat- 
isfactory, let me know soon so that I can 
handle the October invested-capital-to- 
profit story in my December issue. 

Many thanks for your consideration. 


PAUL R. MILLER, JR. 
Editor 

Management Digest 
McGraw-Hill International 
New York 


Permission granted. —The Editors 


RECOMMENDED READING 


Editors, THE CONTROLLER: 


I was much interested in the article by 
Mr. Haase written as an editorial in THE 
CONTROLLER on “The Practicality of a 
Liberal Education.” We are always de- 
lighted to find various such statements and 
ideas by prominent businessmen, as the 
material is usually very appropriate for 
presentation to our public in talks, papers, 
etc. It was most thoughtful of you to send 
fe cdait 

While we have about 175 journals, 
Magazines, etc., in our college library, 
THE CONTROLLER is not one of these, and 
I have taken the liberty of calling the pub- 
lication to the attention of our librarian. 


WILLIAM E. MORGAN 

President 

The Principia College of Liberal Arts 
Elsah, Illinois 


Our thanks to Dr. Morgan for his compli- 
ments. The editorial, let it be recorded, was 
brought to the attention of Dr. Morgan by 
Stanley W. Dubig, retired vice president and 
director of the Shell Oil Company, New 
York. —The Editors 
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ABC 


This month, for the first time, THE CONTROLLER carries 
on its cover the ABC symbol of the Audit Bureau of Circula- 
tions, a voluntary, non-profit, cooperative association of ad- 
vertisers, advertising agencies and publishers. 

Organized 41 years ago, the ABC means a lot to the mil- 
lions of readers of business magazines—including THE 
CONTROLLER. It means that these publications live up to 
the high standards established through the Audit Bureau of 
Circulations. 

When a business magazine joins the ABC, it agrees that 
the ABC auditors shall have the right of access to all books 
and records. Its auditors can go behind the records, dig into 
the files of original subscription orders, check payments 
from subscribers, note arrears, if any, and even verify pur- 
chases and payments from subscribers themselves. 

Advertisers and their agencies benefit directly from the 
factual yardstick which an ABC report on a business pub- 
lication provides. 

The reader benefits, too, because he is brought in contact 
with the ‘blue chip” advertisers who have goods or services 
for him. 

The ABC symbol is an honored one for us to display. We 
feel certain that our readers will understand our pride in 
being affiliated with this organization. 


Nénmember 
Circulation 


THE CONTROLLER 
































The editors of THE CONTROLLER are proud of the high 
tenewal rate among its non-member subscribers; these being 
in addition to the approximately 4,500 members of Control- 
lets Institute of America who receive it monthly. 


We promise our readers an editorial content attuned as 
carefully as possible to the distinctive needs of corporate 
controllers and financial officers. We solicit our readers’ in- 
terest in the advertisers who grace our pages and help us 
make THE CONTROLLER the outstanding magazine in its 
field. 

In closing, we would like to refer to an unsolicited com- 
ment recently received from one of our readers: 

‘. . . THE CONTROLLER is an up-to-date publication, 
made more so by the quality of itsads . . .” 


(Oiicath et ivel Melite| 


THE Cymyeeeeee Advertising Revenue 





Thousonds of 


ADVERTISING 


CIRCULATION 











1942 ‘44 ‘4 ‘48 ‘50 ‘52 ‘34 ‘36 








Whole-Dollar Payroll 


The whole-dollar approach has been adopted in connec- 
tion with the payroll of 23,000 nonmanagerial employes of 
Consolidated Edison, New York utility. A worker earning 
$84.60 a week receives $85.00 instead the first week, ditto 
the second week. The third week he receives $84, to compen- 
sate for the overpayments during the first two weeks. 

The cause of this change is installation of a huge elec- 
tronic accounting machine in its general office. The new 
“brain’’ works fastest when concerned with even dollars. 
Fractions give it trouble. 

How human. 


Office Christmas Party, Anyone? 


How do office workers feel about office Christmas parties? 
According to a recent report by the National Office Manage- 
ment Association, 60 per cent favor such events, with fe- 
male office workers slightly more in favor than males (63 
per cent vs. 59 per cent). 

Further statistics show that males under 20 favor Christ- 
mas parties by 92 per cent; female office workers in the same 
age bracket by only 82 per cent. Up to 40 years of age, men 
favor the parties more but after 40, they are less in favor of 
office Christmas parties than are women. Less than half of 
the males 40 years or older are in favor of Christmas parties. 
Women have to pass the age of 49 before a majority are 
against Christmas parties. 

—PAUL HAASE 
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Its New...lts Fast...Its Elegant 


Wlorioe Volo Louch SOO Adding (Dilione The new colorful 


Monroe “800” gives your business the unmistakable forward look—provides the 


“touch of velvet” that makes anyone a figuring expert. Its beauty of design and advanced 


precision keyboard bring gracious décor and streamlined 
efficiency to the truly modern office. P gee 
Under this distinctive case is a S 


. . 4 : 
mechanism built to See the MAN from MONRO E 


endure for years to come. 4 
Monroe Calculating Machine Company, Inc. +) Q —_—, 
General Offices: Orange, New Jersey. — a 
Offices throughout the world. DATA. rnocessme 
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Executive Controls—What and Why 


Wm. Travers Jerome Ill 


about the controller and his role in 
establishing effective accounting and fi- 
nancial controls. Yet such controls, despite 
their importance and comprehensiveness, 
are still only one aspect of what might be 
regarded as a system of executive con- 
trols. The purpose of this article, there- 
fore, is to look at control from the stand- 
point of the nonfinancial executive. What 
ate the kinds of business controls that he 
must use and why ? 

To understand what these executive or 
management controls are it is suggestive 
to start with two reasons why they are 
needed. 


M's HAS BEEN SAID in recent years 


DELEGATION 

The first need for executive control 
arises from the act of delegating author- 
ity. The power to do a job is rarely dele- 
gated by one level of management to 
another level without an eventual account- 
ing. This accounting serves as a control, as 
a check, in other words, to see that the 
job was successfully performed. 

The act of delegation, however, may 
involve other controls as well as the final 
accounting. These other controls to a con- 
siderable extent will depend upon the 
degree of responsibility that is delegated 
along with the authority given. These con- 
trols may also depend upon the span of 
control of the executive doing the delegat- 
ing, that is, the number of subordinates he 
has reporting to him 

If the person who delegates is partic- 
ularly reluctant to trust his ciaaiaans 
or has a relatively large number of sub- 
ordinates reporting to him, he may want 
to keep a continuing check on the way the 
job is being done. This will require a 
somewhat different set of controls from 
the executive who waits until the job is 
completed or until his subordinate asks 
for help before getting an accounting. 

In other words, many of the controls 
that exist in business today arise because 
the gift of authority usually has strings 
attached. These strings or controls may be 
few and take the form of occasional re- 
ports or audits based upon the principle 
of management by exception. On the other 
hand, the strings may take the form of 
such detailed procedures and reports that 


the delegation process becomes defeated 
by red tape. Typically this is the case in 
Many government operations. 

Certainly the controller should know 
something of the psychology of the ex- 
ecutives who are exercising control. The 
effectiveness of the related controls that 
the controller can furnish may depend far 
more upon the whims of the executives 
concerned than upon the intrinsic merits 
of the controls themselves. 


WORKING BALANCE 

The second need for executive controls 
arises from the necessity to keep a work- 
ing balance among diverse factions. In 
every business there are necessarily many 
groups often with diametric interests. The 
more aggressive and progressive a busi- 
ness, the greater is the potential for con- 
flict. The existence of tranquility in any 
business accordingly is either a tribute to 
the excellence of the system of executive 
controls or else a preamble to demise. 

That there is need for balancing or con- 
trolling these interests can be readily seen. 
For example, almost every business today 
is relatively short of funds. This means 
that the many alternative possibilities for 
a business to spend its money have to be 
reconciled. Production cannot have all the 
machines it wants; marketing cannot do 
all the advertising it would like; research 
must be kept within bounds. The logic of 
the decisions dividing up funds, therefore, 
must be clear and incontrovertible. 








WM. TRAVERS JEROME Ill is director of the Executive 
Controls Program and the Army Comptrollership School (the 
country’s only civilian-sponsored program for regular Army 
officers interested in the financial management area), Col- 
lege of Business Administration, Syracuse University, Syra- 
cuse, N. Y. He holds a B.S. from Colgate University; at- 
tended Yale Law School one year; and received his M.B.A. 
and Ph.D. degrees from Harvard Business School where he, 
for two years, was instructor in the Accounting Control 
course and subsequently, for one year, a Research associate. 


Where effective controls exist it is often 
possible to appraise the several alterna- 
tives in terms of their contribution to a 
company’s over-all profits. This apparently . 
is one reason for the increased interest in 
return on investment as a control device. 
Profits represent the one common objec- 
tive of all the diverse groups in most busi- 
ness organizations. Who can argue deci- 
sions made to further profits ? What surer 
means exist for developing executive har- 
mony than an effective system of controls 
that measures the profitability of alterna- 
tive actions ? 

Here is where organizations operating 
for profit are fortunate. They can use the 
return-on-investment test to justify many 
decisions. Provided these decisions are 
founded on understandable data, what ex- 
ecutive would want to contest them? In 
the final analysis, it is the profit or return 
on investment that is the life blood of 
business. 

In brief, then, the Why of executive 
controls can be viewed as arising from two 
distinct needs. The first need is to estab- 
lish control vertically throughout a par- 
ticular function or activity of a business. 
This need results from delegation of au- 
thority through several levels of manage- 
ment. Thus the vice president of sales or 
of production, of industrial relations or of 
research wants to know and to direct what 
is going on within his scope of activities. 

The second need is to establish con- 
trol horizontally throughout an organiza- 
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tion. In a sense this is the president's job 
or that of the executive committee. The 
problem here is to keep all the various 
activities of a business in balance—to 
make sure, for example, that production 
does not outrun sales or that funds are 
not paid to stockholders at the expense of 
needed research. The ultimate objective 
and also the ultimate test of the effective- 
ness of such horizontal controls are one 
and the same—making the greatest profits 
possible. 


A SYSTEM OF EXECUTIVE CONTROLS 
In many respects the why of executive 
controls is easier to describe than the what 
of executive controls. The reason for this 
is the tendency to think of controls in 
terms of gadgets and techniques. But con- 
trol techniques really do not in themselves 
control anything. A company can have a 
theoretically perfect budget system or 
standard cost system and yet have very 
or controls. Or conversely, many of the 
st controlled businesses are those with 
relatively meager formal controls. 

Another reason why executive controls 
are difficult to identify is that any control 
is potentially an executive control. All 
management need do is focus on what is 
otherwise a routine inspection or variance 
report or show interest in a particular 
procedure or product and an element of 
control may be introduced. 

Expressed in still another way, it is dif- 
ficult to discuss any one or more executive 
controls except in terms of some over-all 
system or philosophy of executive con- 
trol. A given control technique is good 
and useful only in terms of the other con- 
trols that exist within a particular organ- 
ization. Credit controls may be splendid 
but if they are so stringent that sales are 
being lost at a time when stocks are plenti- 
ful, the over-all loss to the company may 
be far greater than a slight rise in bad 


accounts. Or, again, if the engineers are 
specifying high-quality steel and close 
tolerances when the customer would be 
perfectly satisfied with a less perfect prod- 
uct at perhaps a lower price, then it is 
rather meaningless to say that this par- 
ticular management has a controlled op- 
eration. The controls may be technically 
perfect but they are scarcely the right ones 
to use in this situation. 

The emphasis on a system of executive 
controls should strike a responsive chord 
with those who are accustomed to think 
in terms of a system of internal control. 
They recognize that each coments * sys- 
tem of internal control may differ in par- 
ticulars and yet have certain common 
characteristics. 

Similarly, it is useful to think of ex- 
ecutive controls as a system, distinctive in 
particulars from company to company but 
common in characteristics. This concept is 
useful because if you think in terms of a 
system of controls, you are less inclined 
to seek salvation in a lot of control fads. 
The problems of such modern control 
techniques as automation or electronic 
data processing accordingly assume per- 
spective in terms of each company’s over- 
all system of controls. 

In addition executive controls should 
be thought of in terms of a system because 
the general outline or characteristics of 
this system can be described and analyzed. 
In this way it is possible to identify the 
real controls with which an executive 
should be concerned rather than the 
pseudo controls. In this way, in other 
words, it is possible to identify the warp 
and woof of control rather than the tech- 
niques that so often masquerade as control. 


FOUR BASIC BUSINESS CONTROLS 
The general outline or characteristics of 

any effective system of executive controls 

can be broken down into four elements. 




















“If you're tired of leaves littering your lawn, here's 
something that outperforms a rake every time!” 
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These elements are as follows: 

Organization. This means having the 
right men, in the right jobs, with the 
proper authority to perform clearly estab. 
lished objectives. A good organization 
staffed with good people greatly simpli. 
fies the control problem. This necessaril 
follows because in the final analysis ail 
controls are of people and by people. On 
the other hand, good organization ‘still 
does not preclude controls—es ecially 
those of a horizontal nature—because 
there is no escaping the problem of bal. 
ancing the conflict of interests. 

Control, in other words, should never 
be regarded as being necessary solely be. 
cause of human frailty. As pointed out 
previously the best organizations still con- 
sist of persons with diverse interests. The 
skill with which these interests are recon- 
ciled may largely depend upon the skill 
with which the profitability of alternative 
actions is measured. Profits are of para- 
mount importance because they should 
represent the one transcending interest of 
all executives. 

A Continuing, Coordinated Approach 
to Planning, Budgeting, and Fo low-up. 
The kind of planning that is involved 
here is not that done exclusively by the 
contraller or by some separate control unit 
insulated from line management. This 
planning and follow-up must grow out of 
the thinking of those who can contribute 
toward making the plans a reality. In this 
sense control becomes self-control towards 
self-established goals that pose a realistic 
challenge. 

Information. This information is usually 
in the form of reports or written com- 
munications. It becomes a fundamental 
control in a least two different ways. In- 
formation that comes up through the line 
serves as a basis for informed decisions 
by higher levels of management. Informa- 
tion that goes down through the line is a 
way of getting lower echelons to know 
about policies and procedures. The larger 
and more decentralized the business, the 
greater becomes the significance of infor- 
mation and the skillful interpretation and 
dissemination of that information. 

Product Development. Also involved 
here is market research and development 
since these are frequently necessary corol- 
laries to effective product planning. 

The inclusion of product development 
on the above list at first may appear 
strange. Yet in most respects product de- 
velopment is the master control. All the 
other controls listed above are under- 
standable only in terms of a company’s 
product or services. 

Take, for example, organization. In 
recent years many changes have been 
dictated largely by product needs. Car- 
rier completely revamped its organiza- 
tion structure around three basic product 
lines and subsequently a fourth. General 
Electric has pushed its policy of decen- 
tralization down to product groupings. 
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Or again in the area of planning, all 
budgets tie into the product and the pub- 
lic’s demand for it. Near-term expendi- 
tures are based on estimated product 
demand. Long-term capital expenditures 
are based on changes that may still be 
taking place in the company’s labora- 
tories. 

Or again in the area of information, 
most of the vital statistics collected have 
to do with the life cycle of the product 
or service. Key questions are inevitably 
concerned with price-volume relation- 
ships. How much is being produced and 
sold and at what cost and prices? 

Product development, however, has at 
least two characteristics that seem to dif- 
ferentiate this control from the others 
listed above. In the first place, product 
development signifies change and inno- 
vation. Secondly, it is usually considered 
to be a technical matter better left to the 
research experts. 

On the other hand, change and inno- 
vation should be characteristic of any 
effective system of executive controls. 
The secret of good organization is to 
keep it adaptable to changing needs and 
also to see that it is self-replenishing. 
Planning and budgeting are necessarily 
forward looking. Information, too, even 
when of past events, is primarily useful 
in terms of its implications for future ac- 
tion. Product development, therefore, cer- 
tainly need be neither more nor less 
changeable than these other controls. 

Nor should product development be 
considered apart from other manage- 
ment controls solely on the grounds that 
this is a matter exclusively for experts. 
To be sure product development re- 
quires experts in applied engineering 
and research as well as experts in mar- 
keting. But so, too, accounting and fi- 
nancial experts are needed in the plan- 
ning process. So, too, personnel experts 
are necessary in the organization area. 
Yet none of these areas are exclusively 
telegated to experts. The reason why is 
simple: organization is a matter of and 
for people and so is planning and so is 
information. Control to be effective must 
be consistent with the interests and sym- 
pathies of these people. The same reason- 
ing is just as applicable to product devel- 
opment. 

Because of the importance of product 
development as a control, it would seem 
that a great deal more attention might 
be paid by executives toward under- 
standing their company’s products or 
services. Thus most organizations are re- 
plete with all sorts of controls governing 
the products or services actually in being 
while delegating product development 
and engineeering to some “research” or 
development” group. If worker and 
executive alike were to take an active in- 
terest in the product or some component 
of it, the need for certain controls like 


THE NEED FOR RESEARCH 
Most great growth companies owe their success mainly to 
“frontier” research. The National Science Foundation has 
estimated that from 12 per cent to 24 per cent of our na- 
tional gross product in 1953 was the result of the research 
conducted during the preceding 25 years. 


those governing quality, scrap, and time 
might be substantially lessened. 


HUMAN RELATIONS 

There is one other aspect of a system 
of executive controls that deserves con- 
sideration. This is the human relations 
factor. 

In my opinion, the emphasis on hu- 
man relations both in business and uni- 
versities has somewhat retarded a realis- 
tic approach to this evolving subject of 
management controls. This has resulted 
from a tendency to approach the subject 
of controls from the standpoint of im- 
agined principles of human relations. 

The notion seems to be current, for 
example, that controls in business are 
something “bad” that have to be “‘sold.”’ 
Or, again, that controls are necessary 
only because of human incompetence or 
intransigence. As pointed out earlier, 
however, the reasons for executive con- 
trols are far more basic than the above 
comments would suggest. Executive con- 
trols arise from the delegation process 
and also from the need to achieve inte- 
gration in a variety of activities going 
on within any organization. 

It is easy to see, however, why control 
principles have sometimes been equated 
with principles of human relations. As 
noted earlier, controls and control tech- 
niques actually control nothing. The 
only thing that is affected by controls is 
people—their attitudes and their behav- 
iors. 

You don’t control the quality of ma- 
terial; you control the engineers who set 
the specifications, the purchasing agent 
who buys, the lathe operator who proc- 
esses it. You don’t control operating 
costs or the capital cost of your ma- 
chines; you control the people who de- 
cide what equipment to buy, how much 
maintenance is to be expended, what the 
load factors will be. 

The statistician, the engineer, or the 
accountant has been all too prone to for- 
get this simple truism that all any man- 
agement manages or controls is people— 
the behavior of people. For this reason 
the practice of human relations has had 
to be emphasized. 

Also because you are controlling 
people rather than things it is frequently 
the skill with which the human factor 


has been handled that explains why fore- 
casting and budgeting can work in one 
company and fail in another. In the same 
way some simple tool like return on in- 
vestment seems to answer one com- 
pany’s problems and not another’s. Or 
again the failure of management to fol- 
low up on variances may destroy the ef- 
fectiveness of an otherwise workable 
budgeting or standard costing system. 
Or the way management handles the 
displacement of persons from the instal- 
lation of electronic equipment will make 
the investment worthwhile in one com- 
pany and not in another. 

As these examples show, the human 
relations factor has an important part 
to play in establishing any effective con- 
trol. Nonetheless a successful system of 
executive controls requires far more 
than the practice of human relations. 
Accordingly continued effort should be 
made in every company to identify basic 
principles of control as well as principles 
of human relations. The two areas 
should not be confused. 


SUMMARY 

In summary, then, there are two basic 
reasons for management controls and 
these reasons in turn condition the kinds 
of control required. The first fs the ver- 
tical type of control resulting from the 
process of delegation of authority within 
a particular function or activity of a busi- 
ness. The second is the horizontal type 
control resulting from the need to har- 
monize the various conflicting elements 
in a business in order to make the great- 
est possible profits. 

Rather than think of executive con- 
trols in terms of particular techniques, 
like standard costing, budgeting, or office 
procedures, executive controls should be 
regarded as a system distinctive to each 
business. Characteristic of such a system 
of management controls would be four 
subcontrols, namely, that of organiza- 
tion, that of planning, budgeting, and 
follow-up, that of information, and that 
of product development. 

In the final analysis the success of 
these controls must be judged by the 
way in which they influence people’s be- 
havior and attitudes; for it is people that 
are controlled, not things. 
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Machine Control of Records 


Donald T. McDaniel 


ONSTANT DEVELOPMENT of modern 
accounting procedures in our over-all 
factory accounting program has resulted 
in maximum efficiency of our record-keep- 
ing work at a minimum of cost. The pro- 
cedures also provide management with 
up-to-date figures so important to sound 
analysis of our day-to-day business. By ap- 
plying the same principles of automation 
to our office work that we depend upon to 
assure Maximum production in our fac- 
tory, we have kept pace with our growing 
business volume while holding the line on 
office-operating expenditures. 

The company was founded in 1928. 
Nation-wide acceptance of its products 
has expanded the company’s line of prod- 
ucts and volume of business. Limited 
production is taken in products sold under 
private brand labels. The corporation now 
has its headquarters and main plant in 
Dover, New Hampshire, with a second 
plant in Kentland, Indiana. The firm 
warehouses merchandise in some 30 loca- 
tions throughout the United States and 
Canada. 

The speed demanded of our manufac- 
turing and distribution procedures calls 
for comparable speed in our accounting 
work. All records—from purchasing 
through the financial statement—are 


maintained at our head office. Key to our 








system are two accounting machines: a 
Burroughs Sensimatic and a Burroughs 
Typewriter accounting machine. The op- 
erations that we have mechanized include 
broker commissions, accounts receivable, 
accounts payable, inventory control, and 
general ledger. 


BROKER COMMISSIONS 


Probably one of the greatest benefits of 
our machine record-keeping has been the 
results of our brokerage commission work. 
Merchandising a complete line of insecti- 
cides plus a full line of cleaners through 
some 70 representatives throughout the 
country results in a considerable volume of 
commission computations. In January 
1956, we decided to place this work on 
our Sensimatic. 

In this system, one copy of our invoice 
is forwarded to a brokerage clerk who 
sorts these invoices by broker and holds 
them by periods of approximately one 
week. This periodic posting to the Bro- 
kerage Reports permits us to be as current 
as possible and eliminates an end-of-the- 
month peak workload. Each invoice is 
posted showing detail analysis of sales by 
products for items in the cleaner line and 
sales by class of trade for items in the in- 
secticide line. This is possible because, 
when touching a “register selection key” 





DONALD T. McDANIEL holds a B.S.-Accounting degree, 
College of Commerce, University of Illinois. Following two 
years as administrative officer and adjutant, Signal Corps, 
U.S. Army, captain’s rank, he served as finance director, 
City of Dover, New Hampshire. Since 1951 he has had dual 
duties as corporation secretary and office manager of the 
Dover main plant of Judson Dunaway Corporation, where 
he maintains corporate and stockholder records; supervises 
accounting, personnel, and office forms, records, and pro- 
cedures; and directs credit and collection procedures. 
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on the Sensimatic, a small italicized num. 
ber identifies the register which is accumu- 
lating the item being posted. This posting 
is divided into two runs: one for the sale 
of insecticides, the second for sales in the 
cleaner line. Dollar sales are the commis. 
sion basis for the insecticide line, and 
these totals are proved against the totals 
that appear on the daily sales journals fot 
the same period. Unit sales are the com- 
mission basis for the cleaner line and are 
proved against the daily unit sales sum- 
maries for the same period. 

These postings accumulate in the ma- 
chine to provide separate totals by class 
and by product which are automatically 
decoded and printed by the Sensimatic in 
their respective columns on the Broker's 
Summary. Monthly totals are derived by 
simply listing, on a journal, proven to- 
tals from the summary sheets and allowing 
the machine to automatically print the to- 
tals for the month on the Broker’s Sum- 
mary as subtotals, then totaling out the 
same amounts onto the Report to the Bro- 
ker. 

Shared brokerages and full brokerages 
are kept separate until the end of the 
month. Totals of shared brokerage items 
are carried for both brokers concerned 
then entered on the Full Brokerage Sum- 
maries and used at one-half value. These 
Summaries then become the work sheets 
on which the computing of brokerage 
payable takes place, and which we retain 
as a permanent record. 

A Special Remittance Advice is next 
prepared for each broker. The original ac- 
companies the check and the Report to 
Broker; and the other copies are used as 
source media for the preparation of the 
disbursements and expense distribution. 

With this mechanization, our end-of- 
the-month commission work has been cut 
to one-half of the time that was required 
previously; and as a result, we can make 
payment to our brokers several days eat- 
lier. Also our end-of-the-month reports 
are being completed sooner. At the same 
time, management has a more current pic 
ture for each broker during the month 
than was previously possible. 
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ACCOUNTS RECEIVABLE 


With over 4,000 active customers, our 
accounts receivable work must necessarily 
be handled on a daily posting basis. For 
each shipment from either factory or a 
warehouse, an invoice is prepared and the 
record copies are distributed through our 
office. The accounting copy goes to the 
bookkeeping machine section where a 
daily sales analysis and A/R Control list- 
ing is taken by the Sensimatic operator. 
Using the accounting machine as a multi- 
total adding machine, totals for each prod- 
uct classification are gained in a single 30 
minute run of the invoices. Formerly two 
hours were required to run six separate 
adding machine tapes to gain this sales 
distribution. The totals of the daily sales 
listing are used for daily reports and as 
controls to check the subsequent sales 
journal postings. 

We then post charges to our accounts 
receivable indies and make a second anal- 
ysis of sales by products in one operation 
of the Sensimatic. The sales journal totals 
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are then checked for agreement with the 
original sales analysis totals. These invoice 
copies are filed numerically. 

When payments are received, posting 
information is entered in a hand-stamped 
space on the face of the remittance enve- 
lope. This eliminates the need for writing 
the customer’s name to a second piece of 
posting media, and permits today’s checks 
to be deposited in the bank today. An add- 
ing machine tape is taken of the checks, 
and the deposit slip prepared. The ac- 
counting machine operator credits the pay- 
ments to the customer's ledger. Totals of 
the posting run are checked to agree with 
the pre-list of the checks and with the 
bank deposit slips prepared. 





The total of the cash receipts journal, 
prepared as a by-product of this posting, 
is verified against the deposit slip for net 
cash. The journal serves as an automatic 
proof of discounts and shows that all 
payments have been credited. Our ma- 
chine operator can post 200 receipts an 
hour. 

A Daily Summary report to manage- 
ment shows a sales breakdown by prod- 
ucts, for the day, month, year-to-date 
and cash totals. Information entered in 
the Summary report is the previous day’s 
billing and the present day’s cash. 


(Continued on page 550) 
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Deferred Profit Sharing Today 


Warren Reininga and Lee Soltow 


In 1946 only 500 American corpora- 
tions had deferred profit-sharing plans; 
today, according to the Council of Profit 
Sharing Industries, their number has 
grown to 10,000. This amazing growth is 
continuing, for the Bureau of Internal 
Revenue is approving about 20 additional 
plans each week. It is true that the 10,000 
companies with profit-sharing plans are 
only a small part of the half-million cor- 
porations in the United States, but they 
represent an important trend in modern 
management practice which deserves seri- 
ous consideration by businessmen and stu- 
dents of business everywhere. 


— SHARING means two things: giv- 
ing the employe something above the 
basic wage rate, and relating this payment 
to the profits of the company. In actual 
practice the many elements and character- 
istics of profit sharing vary widely from 
company to company. One view may be 
obtained from the Internal Revenue Code 
which has established standards for com- 
panies that wish to use their profit alloca- 
tions as tax deductions. The most impor- 
tant provisions required for a plan to be 
approved are that it: 





W hat is profit sharing? 

What are the purposes and uses of 
these plans? 

Is management justified in diverting 
funds from the stockholders to use in 
profit sharing? 

After these preliminary questions have 
been explored this evaluation of profit 
sharing turns to an investigation of such 
problems as the following: 


What are the effects on turnover and 
productivity of employes? 

Does profit sharing assist management 
in financing the costs of fringe benefits? 


1. Be written and permanent; 

2. Provide a definite predetermined for- 
mula for allocating profit payments 
among participants ; 

3. Determine in advance how the accu- 
mulated funds are to be distributed in 
event of disability, severance, retire- 
ment, or death; 

4. Benefit employes exclusively, although 
it need not provide benefits for all the 
employes; and 

5. Not discriminate in eligibility require- 
ments, contributions, or benefits in 
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How does profit sharing affect labor 
relations? 
Does it improve em ploye morale? 


In this study the answers given to these 
questions are derived from readings in 
source material and from extensive per- 
sonal consultations with 50 men experi- 
enced in profit-sharing plans. These men 
represent executive management and local 
and international unions over a wide geo- 
graphical area. Every effort was made in 
the selection to provide for a fair evalua- 
tion of the problem under study. 

—THE AUTHORS 


favor of employes who are officers, 
shareholders, or highly compensated 
employes. 


Profit sharing means many different 
things to many different people as illus- 
trated in the accompanying table, where 
the usual plan provisions are outlined for 
some of the major companies that have 
profit sharing. Some of these variations 
are traceable to the purposes for which 
the plans were established. 

Some of the most prominent plans are 
being used as a means of financing pen- 
sions, retirement programs, or other fringe 
benefits such as vacation pay or hospital- 
ization insurance. Plans such as_ these 
cover all employes and probably limit the 
borrowing provisions so that the plan can 
better achieve its purpose. 

Other companies are principally inter- 
ested in the tax advantages of profit shar- 
ing and so limit the coverage to salaried 
personnel and invest the trust funds in 
equities rather than fixed obligations. — 

Yet another purpose of profit sharing 
is to use it as a method of maintaining 
management ownership of the company 
stock. The profit-sharing fund aids these 
executives to acquire the funds to do this 
and consequently this type of plan will in- 
vest heavily in stock of its company. 

Other plans propose to develop better 
savings habits among their employes. This 
is a contributory plan and may have a long 
vesting schedule so that the funds accu- 
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mulate over a long period before they 
may be withdrawn. 

Some savings and thrift plans, while 
not technically classifiable as brs shar- 
ing, may nevertheless be used for many 
of the same purposes. In a thrift plan 
such as that very recently introduced by 
General Motors for salaried employes, the 
employe can save up to 10 per cent of his 
salary. The company matches half of this 
in a savings fund and retirement trust. In 
this and in the plans of du Pont, Standard 
Oil, and Ford, the matching is guaranteed 
regardless of profits. 

Plans in which the employes’ part of 
profits is distributed immediately in cash 
are not generally considered in this study. 
They are used mainly as a kind of incen- 
tive wage payment in very small companies 
which do not have individual incentive 
systems. Although there is no accurate 
source of information on the number of 
cash plans comparable to the Internal 
Revenue Department's information on de- 
ferred plans, many think cash plans now 
outnumber the deferred plans. Because of 
the tax benefits, however, the number of 
deferred plans is growing at a faster rate. 
With the recent approval by the Internal 
Revenue Service of pooling or commin- 
gling of small profit-sharing trust funds 
into one common fund, more small com- 
panies may now find it possible to convert 
their cash plans into deferred plans. 


JUSTIFICATION OF PARTICIPATION 
OF LABOR IN PROFITS 


Why should the stockholders approve 
of management’s decision to share profits 
with the employes? If the profit-sharing 
cost is a part of competitive compensation, 
the stockholder cannot object, but profit 
sharing over and above competitive re- 
muneration is a different problem. Does 
management violate its fiduciary relation- 
ship to the stockholder in introducing 
genuine profit sharing? Not necessarily. 
Some factors lie partly outside the influ- 
ence of the firm because, it is well to re- 
member, management's foresight and abil- 
ity and stockholders’ capital are not the 
sole reasons for profit. 

Illustrations of this are numerous. A com- 
pany may dominate other firms in an indus- 
tty simply because of fortuitous changes in 
the economy. Again, those firms which 
look forward to a long upward-trend 
market into the 1970's on the basis of 
population increases must certainly admit 





"It is assumed that some of the 10,000 profit- 
sharing plans as enumerated by the Council of 
Profit Sharing Industries, actually are thrift or 
savings plans. They are not to be classified 
technically as profit sharing becausé the com- 
Pany contributions are not contifigent upon 
Profits, but are guaranteed to be a fixed percent- 
age of employe savings. Almost all the ad- 
vantages and disadvantages herein considered 
- profit-sharing plans also apply to thrift 

ans. 





PROFIT-SHARING PROVISION VARIATIONS FOR SELECTED COMPANIES 


Provisions Variation A 
Employes Jewell Tea Co. 
included All employes 
When Philip Morris 
eligible Immediately 
Contribution Sears, Roebuck 
of employe 5% of wages to 
$500 maximum 
Contribution P. R. Mallory 
‘of company —10-20% profits 
depending on 
amount 
Basis of Geo. Hormel & Co. 
allocation to —_—_ Length of service 
employes 
Vesting Motorola, Inc. 
schedule 50%, add 5% 
yearly after 2 
years 
Borrowing Procter & Gamble 


Investment of 
trust funds 


None 


Container Corp. 
Company stock 


Variation B 


Williamson Heater 
Salaried only 


Procter & Gamble 
One year 


Champion Paper 
None, but may add 
5% of wages 


Geo. Hormel & Co. 


1-20% profits 
depending on 
ratio to sales 
Sears, Roebuck 
Service and wages 


Kroger Co. 
None first 3 years, 
100% at 20 years 


Motorola, Ine. 


Home purchases 
and emergencies 


W hirlpool 
Approximately 
60% equities, 
40% bonds 


Separate Sears, Roebuck Kroger Co. 
pension plan None Yes 

Include other Champion Paper Philip Morris 
fringe Yes No 
benefits 

Purpose of Company X Company Y 
plan Incentive and Pension retirement 


tax advantage 


and fringe benefits 


Variation C 


Champion Paper 


Separate plans for 
hourly and salaried 


Container Corp. 
5 years and 30 
years of age 
Philip Morris 
None 


Mead Corporation 
50% profits after 
preferred, 6% on 
common, and taxes 


Kroger Co. 
Savings 


Geo. Hormel & Co. 
Immediately 


Whirlpool 

90% of account 

at 314% interest 
Motorola, Inc. 
Employe contributions 
in legals, balance 
between bonds 

& equities 

Mead Cor poration 
Yes 


Kroger Co. 
No 


Company Z 
Maintain management 
control of stock 





that the subsequent market expansion is 
fortuitous. Capital asset values may also 
increase because of factors outside the 
company ; the increase in value of timber- 
lands of a paper company is an example. 
Profits associated with the outside factors 
do not belong morally to the stockholders 
and management alone, yet this profit 
often goes to them alone. There is a cer- 
tain profit beyond costs, depreciation, re- 
turn to capital, and reserve for expansion, 
in which some of all employes of some 
companies have a right to share. 

It is true that these excess profits are 
very difficult to measure. Employes could 


question changes in depreciation methods, 
the proper handling of some nonrecurring 
gain, or other accounting practices, but 
experience has shown that employes do 
not object to management’s decisions 
about profits. Many companies, in fact, 
make their profit figures available to any 
employes who wish to see them and who 
wish to ask questions about them. This 
procedure of management mr create the 
confidence necessary to a workable profit- 
sharing plan. 

It is also true that, in depressions, man- 
agement may be doing its utmost and yet 
be sustaining losses because consumers 
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are not buying. Why, some will object, 
should stockholders and management as- 
sume all the losses and not all the gains? 
Employes, others will reply, lose even 
more through decreased hours of work 
or unemployment. The employe, one 
could argue, actually takes a greater risk 
than the employer because any great re- 
duction in his income will reduce his earn- 
ings below his subsistence needs. 

Another argument in favor of the par- 
ticipation of labor in the profits of the 
company stems from the fact that wages 
are not geared directly to the success of 
the firm. Wages are determined competi- 
tively in the industry. The firm which is 
more successful than its competitors has 
a larger margin, and can afford to pay 
more than the lowest firm. 


EFFECT ON UNION RELATIONS 

Any profit-sharing plan is apt to be- 
come a bargainable issue with labor asking 
for a higher percentage share of profits, 
attempting to gain control of the fund, 
demanding fixed pension financing or cash 
distributions in periods of low profits. It 
is therefore necessary to understand the 
feelings, viewpoints, and criticisms that 
labor has concerning profit sharing before 
considering the alleged advantages of 
profit-sharing plans. 

Unions argue that there is a very strong 
indication that many plans are not what 
they are claimed to be by the avowed fol- 
lowers of profit sharing. A basic tenet 
of the Council of Profit Sharing is that a 
plan should be only an addition to good 
wages.” It is supposed to be an addition 


? Council of Profit Sharing Industries, Revised 
Profit Sharing Manual (1951), ix. 





or supplement to pi garnel wages, com- 
petitive pensions, and competitive health 
benefits. How then can genuine profit 
sharing, which comes as an addition to 
the basic wage rate, be opposed by unions ? 

There is evidence that many plans are 
not so genuine as they seem. Under these 
circumstances, profit sharing for all em- 
ployes almost always becomes part of the 
wage structure. It was not uncommon in 
interviews to hear such management state- 
ments as ‘We offered this to our employes 
in lieu of an 8-cent-per-hour wage in- 
crease” or ‘The industry increase seemed 
to be 5 per cent, so we offered the unions 
a 4 per cent increase, telling them they 
would get the rest from the profit-sharing 
plan.” Companies on the whole, the 
unions object, are simply using profit shar- 
ing as a means of financing pensions. In 
fact, some of the largest and most promi- 
nent plans may be maintained in lieu of 
ordinary methods of financing retirement 
benefits. In many companies the pension 
and profit-sharing combination forms an 
almost inseparable package. 

The implications of plans which are 
not genuine lead to labor criticisms that 
management is imposing forced savings 
through long vesting periods or that it is 
escaping its obligation of a fixed pension 
plan. If a union is not aggressive or is 
handicapped because the employes are 
represented by many different unions, it 
might accept profit sharing in lieu of a 
fixed pension plan. 

What will be a union’s reaction when 
the company experiences low profits? 
There are recent cases, of course, in which 
local unions have been willing to accept 
lower fringe benefits from profit sharing 
because the employers have been at a com- 





“| trust you voted as | did—a straight 
Republican-Democratic ticket!” 
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petitive disadvantage. Employes also are 
sometimes sympathetic to their company in 
low-profit periods. In testimony before 
the 1938 U. S. Senate hearings on profit 
sharing many employers testified that low 
profit had had a beneficial effect on em. 
ployes’ morale. In these same hearings 
there is also testimony that profit-sharin 
plans have been eliminated because of un. 
ion pressure. Two such companies t¢. 
cently having strikes, started and abap. 
doned profit sharing in the 1930's because 
of strong unions. However, a careful stud 
of abandoned plans by the Profit Sharing 
Research Foundation (1952) shows that 
the most frequent reason for discontinu- 
ing profit sharing was not union pressure 
but simply lack of profits. 

In a depression, pressure will surel 
arise for a partial cash distribution of the 
funds when the employe knows that he 
has several thousand dollars in the trust 
fund. Then, too, the danger exists that the 
union will attempt to gain control of the 
fund. One executive of a manufacturing 
company with 200,000 employes argued 
that a profit-sharing plan leaves the com- 
pany in a very vulnerable position. If it 
says labor has a right to 10 per cent of the 
profits this year, next year labor will ask 
for 15 per cent and then 20 per cent. One 
union official of a small company (800 
employes) confessed that one of the rea- 
sons the union had accepted a thrift plan 
with an employe-employer matching ratio 
of $1.00 to 50 cents was that the union 
was going to try to get a $1.00-to-$1.00 
ratio the next year. 

It is impossible to generalize on the at- 
titude of all unions to sound profit shar- 
ing. Some internationals indicated that 
they are favorably disposed to profit shar- 
ing. Some local union leaders, moreover, 
are actively pushing profit sharing, but the 
AF of L has not developed any firm na- 
tional policy on the subject in recent years. 
The AF of L believes that profit sharing 
has worked out satisfactorily in a number 
of instances but that in others it has not. 
The CIO national policy implies that 
profit sharing is a matter left to the local’s 
discretion. However, certain international 
unions within the CIO, such as the UAW, 
are strongly opposed to profit sharing. 
There has been no observed change in pol- 
icies since the AF of L-CIO merger. 

While the Council of Profit Sharing 
points out that about 50 per cent of the 
plans are in unionized companies, organ- 
ized labor unions have a different view. 

(Continued on page 520) 


* U.S. Senate, Survey of Experiences in Profi 
Sharing and Possibilities of Incentive Taxation, 
Hearings, Subcommittee on Finance, 75th Con- 
gress, 3rd Session (1938). 

*See IUE-CIO Negotiating Committee, Eco- 
nomic Program Presented to General Electrit 
Company, April 20, 1954; Peter Henle, “What 
About Profit Sharing?” American Federationts, 
August 1950; UAW-CIO Research and Engr 
neering Department, “What's Wrong Wi 
Profit Sharing?” Facts for Action, April 1949. 
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They maintain that there is ‘more profit 
sharing in nonunion industries, that there 
is very little profit sharing in organized in- 
dustries. The highly organized unions will 
always point out that if the employer can 
afford to give something above the basic 
wage rate, then he can afford to pay higher 
wages. The very existence of the unions 
hinges on what they can get from the em- 
ployer, rather than having the employer 
contract with the employes directly. 
Profit-sharing plans are bargainable is- 
sues regardless of whether the unions ac- 
cept profit sharing or not. The Court of 
Appeals recently upheld a National Labor 
Relations Board decision that Richfield Oil 
Corporation violated the Taft-Hartley Act 
by refusing to bargain over terms of its 
employe stock purchase plan. The judges 
of the court agreed that the Richfield 
stock purchase plan comes under the cate- 
gory of “wages” and “conditions of em- 
ployment” and therefore is a bargainable 
issue. Profit-sharing contributions as well 
as stock purchases are classified as a part 
of the employe’s compensation under Taft- 
Hartley, and as such are bargainable. Per- 
haps adamant management can resist such 
pressure. It can argue that its plan is gen- 
uine profit sharing that is an addition to 
basic remuneration. One union represent- 
ative has suggested that the index of man- 
agement’s intentions with respect to profit- 
sharing plans is simply whether manage- 
ment itself mentions profit sharing in any 


way when it is bargaining over other is- 
sues. Certainly if profit sharing is men- 
tioned, implied, or used in any manner as 
a deterrent to labor's demands it would be 
considered not genuine and therefore part 
of the wage structure. 


FLEXIBILITY OF FRINGE BENEFIT COSTS 

Intelligent management has seen that a 
strong profit period is the best time to fi- 
nance pensions, severance, unemployment, 
and other fringe benefits. In a period of 
good profit, management may feel inclined 
to give higher remuneration but may be 
afraid to do so because its profits may not 
be sustained in the coming years. Fringe 
benefits now cost about 30-35 cents per 
hour; a large per cent of this fixed cost 
could be made flexible by substituting in 
part a profit-sharing plan for a pension 
plan. An illustration of this is a manufac- 
turing company employing 10,000 work- 
ers which has a small basic pension plan 
with a low fixed cost of 2 per cent of 
wages. Employes contribute about 1.5 per 
cent of their wages to this pension plan. 
A profit-sharing plan is pyramided on this 
pension; the profit sharing amounts to 8 
per cent of wages. A 25-year man with an 
average wage of $4,000 will receive about 
$500 yearly from the pension plan, while 
from profit sharing, conservatively pro- 
jected, a $1,500 annuity will be received 
on retirement. 
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This flexible technique of financing pen. 
sions puts the company in an excellent 
sition because the fixed cost is at a minj- 
mum level. Of course, it is possible that 
with a strong union this flexible scheme 
would prove illusory in a nonprofit period 
because the variable part could become g 
high fixed cost. 

However, it certainly can be argued that 
in a low-profit period, the ill feeling cre. 
ated by decreased profit sharing may not 
be as great as that brought about by a wage 
cut. Profit sharing affords the company a 
wonderful opportunity to educate the em. 
ploye about current economic conditions, 
In a long period of economic hardship, 
many pension plans may have to be can- 
celled because of the burden of high fixed 
costs, but with the profit-sharing idea, the 
continuity of the retirement plan need not 
be broken. A regular funded retirement 
trust is no stronger than the health of the 
company. Management can not guarantee 
cyclical stability. 


DECREASED TURNOVER AND 
INCREASED PRODUCTIVITY 


Profit-sharing plans generally have a 
long vesting schedule unless they are ex- 
clusively for salaried workers. A laborer 
may have to work for the company for 20 
years before he gets full vesting. This leads 
to low turnover. Employes assert that they 
feel unwilling to leave their companies for 
other jobs because they would lose the un- 
vested portion of the $5,000 to $20,000 
which they have in the trust. There is a 
question here as to whether or not these 
men are being held unduly. It is desirable 
in our economy to have mobility of labor 
to seek its greatest value just as it is desira- 
ble to have mobility of capital to maximize 
return. 

On the other hand, a company, which 
for a number of years has given employ- 
ment to a man and has trained him so that 
he has higher productivity, has a right to 
expect continued loyalty from him. Para- 
doxically, some employers confided that 
their turnover was too low and that profit- 
sharing plans attempt to obviate this by 
making eligibility requirements somewhat 
stringent so that employes with but a few 
years of service are not included. 

Most of the literature expounding profit 
sharing makes much of increased produc- 
tivity and reduced waste because of the 
stimulus of the company contribution to 
the profit-sharing trust. Two employers 
did claim that profit sharing was not a cost 
to them but an added profit because of the 
increased productivity of the workers. The 
majority of the executives, however, were 
unwilling to say that productivity had been 
increased by profit sharing. Workers in 
companies with many plants scattered 
throughout the country can see little rea- 
son for increased individual effort. One 
operation in a plant may be highly profita- 
ble while another may be losing money, 


(Continued on page 546) 
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Michael Schiff 


O PERATIONS RESEARCH can be viewed 
as a series of new tools useful in aid- 
ing management in decision-making. Spe- 
cifically these are the tools of ‘‘systematic, 
logical, and mathematical analyses and 
syntheses.’’! It might be added that in ap- 
plying these tools a point of view as well 
as a methodology are suggested. The point 
of view taken is that of the entire operat- 
ing organization in order to discern pat- 
terns of business operations. With regard 
to methodology, it is the application of the 
experimental method to business opera- 
tions which is a distinguishing feature. 


RESEARCH AND BUSINESS 

Considering the methods of experi- 
mental science and their application to 
business problems, it is observed that there 
is a real difference between the funda- 
mental research attitudes in the field of 
business generally and the physical or nat- 
ural sciences. Research in business (apart 
from engineering) has been carried on 
largely in terms of going out and lJook- 
ing at existing practices, describing them 
and finding out what works well in what 
circumstances, and reporting back on the 
“best”’ existing practice. It is not sug- 
gested that this is true of all business 
research but it is true of most of it. We 


*Peter F. Drucker, The Practice of Manage- 
ment (New York, Harper & Brothers, 1954), 
p. 366. 








report what is done, what seems to work 
well, and add some suggestions about 
how to do it a little bit better. We need 
not look too far for illustrations in ac- 
counting. Certainly the “research” bulle- 
tins of Controllership Foundation, the Na- 
tional Association of Cost Accountants 
and the American Institute of Account- 
ants, as well as the various series of the 
American Management Association, are 
products of just this kind of approach. 
This contrasts with the physical and nat- 
ural sciences where the attitude is quite 
different. There, the primary objective is 
discovery of new knowledge, the explora- 
tion of techniques that have never been 
tried before through the medium of em- 
pirical tests. 

Another difference is the persistent in- 
quiry of the physical or natural scientist: 
Why does it work this way? Why? This 
kind of inquiry seems to be significantly 
less common among researchers in the 
field of business. 


RELATIONSHIP TO ACCOUNTING 

At first blush, it would seem that the 
kind of research and possibly the approach 
—encompassing the entity in its entirety— 
are somewhat remote from accounting as 
it is practiced today. A look at the changes 
which have occurred in our own account- 
ing back yard might yield an answer. 

If we focus on the area of cost account- 
ing, we recognize that significant changes 
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Operations Research and the Controller 


have occurred. The initial function of cost 
accounting was that of supplying cost in- 
formation for the purposes of inventory 
valuation. As such it was a mere adjunct 
to the financial accounting system and 
bound by its generalizations. It is sug. 
gested that the initial breakaway from 
financial accounting occurred with the 
adoption of predetermined overhead rates, 
Predetermined rates required budgeting. 
Crude or refined—this budgeting incor- 
porated into the accounts and inventories 
what ‘‘was to be’’ as contrasted to “what 
was.” While it was true, the debate per- 
sisted as to the nature of over- or under- 
applied overhead—was it to be a period or 
product charge—or perhaps assume it does 
not exist at all—the initial step away from 
pure historical costing was made. 

It took some time before the complete 
transition to standard costs was accom- 
plished. It might be added that the ac- 
countant did not make this change volun- 
tarily. The growth of American industry, 
increased mechanization and the signifi- 
cant influences of the engineer in the fac- 
tory forced the adoption of standards. 
With physical standards for material and 
labor prepared by engineers employing 
tools quite foreign to the cost accountant, 
the need for standards expressed in 
dollar values injected the accountant into 
standard costs. Once immersed in standard 
costs, he proceeded to carry the ball. Note, 
please, the accountant did not stop to study 
the technical skills employed by the en- 
gineer—time and motion study, statistical 
techniques, quality control, etc.; instead, 
he worked with the engineer, each con- 
tributing his special skills to forge the 
tools of control so widely used today—the 
tools of variance analysis. 

We must stress that initially and even 
to this day, there was significant opposi- 
tion to standard costs as a basis for in- 
ventory valuation. It was maintained that 
the only real costs were the historical 
costs. The answer given was, of course, 
the reverse: the only true costs are stand- 
ard costs and historical costs are mere ac- 
cidental costs. There is no need to push 
this any further. Converting standard cost 
to historical cost can be achieved at the 
end of an accounting period if needed to 
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satisfy financial accounting reporting— 
without doing any real damage to a system 
of standard costs. 

There has been another change which 
is worth noting—truly a product of the 
fifties—that is, the stressing of the return 
on investment approach. It is a product of 
the fifties because it recognizes expansion 
and the need for providing controls 
thereon. The idea here again is not new. 
From the time the first loan was made at 
interest, return on investment was a meas- 
ure. However, incorporating return on in- 
vestment in reports for many levels of 
management is new. It represents progress 
because it comes closest to the view of the 
entity as a whole, stressing returns on that 
which is risked. This point is made be- 
cause an overindulgence on the marginal 
approach may lead one to make the mis- 
take made by a significant group of econo- 
mists who have carried marginal analysis 
to an extreme in their theory of the firm 
wherein capital is assumed to be available 
at all times and one need not concern him- 
self with the matter of providing facili- 
ties or with their related fixed costs. 

It is suggested that the controller comes 
dosest to the viewpoint of the Operations 
Research analyst in that he adopts the 
whole operation approach as is inferred in 
the return on investment approach among 
others and has the facility for working 
with others who have developed inde- 
pendent skills—engineers, physicists, 
mathematicians, etc., wherein the new 
skills aid in accommodating the control- 
ler's task to the needs of complex business 
organizations. 


THE PROCESS. OF 
OPERATIONS RESEARCH 


Just how is Operations Research ap- 
plied to a situation? The basic process of 
Operations Research suggests the follow- 
ing steps: 


1, Judgment Phase 

This involves first a definition of the 
problem. The oft-used term “frame of ref- 
erence” is injected here which involves re- 
viewing the basic assumptions relative to a 
situation—kind of situation (marketing, 
manufacturing, engineering), degree of 
boldness possible, range of calculated 
tisks, and the characteristics of the situa- 
tion (recurrence, isolated, interlocked 
with others, current knowledge about the 
situation, limits of time for decision to be 
reached) so as to apply the general process 
of analysis. Next is the investigation of 
the operational characteristics in the situa- 
tion. Finally in this phase is the so-called 
feed-back. Information acquired may well 
result in modifying what was originally 
within the frame of reference. 


2. Research or Synthesis Phase 

This part of the job involves the deter- 
mination of methods and units of meas- 
urement, building the conceptual model, 








CONTROLLERS CONSIDER ACCOUNTING PROCEDURES 


A discussion of accounting principles 
and procedures featured a recent meeting 
of Controllers Institute's Panel on Ac- 
counting Procedures held in New York 
during the Institute’s 25th Annual Na- 
tional Conference. The Panel was estab- 
lished earlier this year to review pre-pub- 
lication drafts of forthcoming Accounting 
Research Bulletins of the American Insti- 
tute of Accounting, to develop an area of 
agreement concerning the Bulletins and 
to bring its views and recommendations to 
the attention of the AIA. 

Serving as chairman of the Panel is 
Thomas M. McDade (facing camera at 
right in the photograph), controller, Gen- 
eral Foods Corporation, White Plains, 
New York. Also present at the meeting 
were (clockwise from Mr. McDade’s left) 
Wilbert A. Walker, vice president and 
comptroller, U. S. Steel Corporation, New 
York; R. A. Martin, controller, the Stand- 
ard Oil Company (Ohio), Cleveland; 
William A. Crichley, controller, Dia- 
mond Alkali Company, Cleveland; Dud- 


ley E. Browne, vice president of finance 
and controller, Lockheed Aircraft Corpo- 
ration, Burbank, California; Robert N. 
Wallis, treasurer, Dennison Manufactur- 
ing Company, Framingham, Massachu- 
setts; and Harold H. Scaff, vice president, 
Ebasco Services, Inc., New York. 

Also serving on the Panel on Account- 
ing Procedures are: Ralph O. Linville, 
controller, Kansas City Power & Light 
Company, Kansas City; Ralph C. Mark, 
comptroller, General Motors Corporation, 
Detroit; Gerald L. Phillippe (vice chair- 
man of the Panel), comptroller, General 
Electric Company, New York; Alexander 
L. Stott, comptroller, American Telephone 
and Telegraph Co., New York; John O. 
Yeasting, vice president-finance, Boeing 
Airplane Company, Seattle, and William 
H. Zimmer, vice president, treasurer and 
director, the Cincinnati Gas & Electric 
Company, Cincinnati. Mr. Zimmer is 
chairman of the Institute’s National Com- 
mittee on Securities and Exchange Regu- 
lation. 





using mathematics to evaluate and under- 
stand conceptual model, testing assump- 
tions, making the model understood by 
others and finally classifying action alter- 
natives. 

The frequent reference to ‘model- 
building” or its equivalent in-Operations 
Research suggests a bit of diversion at this 
point. A model as conceived here is a 
“symbolic representation of the process 
within which or about which the decision 
is to be made, or in other words a sum- 
mary of the pertinent facts expressed in 
numbers or symbols.” (Crawford—Amer- 
ican Management Association, Manage- 





koa. ee 


ment Series No. 206.) 

It may or may not seem apparent but 
the general accounting system of a com- 
pany is a conceptual model. It demon- 
strates the performance of a company’s 
operation in terms of money. It can be 
used as a basis for deriving alternative de- 
cisions and permits limited prediction. It 
is limited by arbitrarily selected units of 
time and restricted to measurement in 
units of money. Operations Research sug- 
gests the possibility of developing many 
other models for specific purposes and 
possibly for the whole business. 

(Continued on page 524) 
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3. Action Phase 

Management is furnished with a de- 
scription of the situation; alternatives of 
action; description of impact of each al- 
ternative action listing risks, opportunities 
and impact on operational management; 
and assumptions underlying situation, 
scope and limitations of each course of 
action.” 

One might ask at this stage—is this 
new ? Isn’t it the old scientific method we 
studied and used dressed up in additional 
verbiage? Does it differ from the who?, 
what ?, why ?, when ?, how? questions one 
likes to pose generally? The answer is to 
repeat that this is not entirely new but 
rather developmental and directly associ- 
ated with the increased complexities of 
modern business. Just as the engineer put 
the cost accountant on the track to aid in 
coping with a more complicated factory 
management problem, it would appear 
that the physical scientists have come to 
the aid of management in dealing with 
the complexities of business as they appear 
today. 

To put it another way, businessmen 
have been working on and reaching solu- 
tions to problems for decades. Extending 
the factual information collected and re- 
casting in form suitable to aid in decision- 
making is not new. The contributions of 


industrial engineering, market research, 
accounting, motivation research are well 
known. Experimental science in the fac- 
tory dates back to Taylor. The new feature 
of Operations Research is the recognition 
that stable patterns underlie business oper- 
ations as they do natural phenomena and 
the methods of experimental science ap- 
plied to the study of business operations 
could expose these patterns to permit more 
effective management.3 

New techniques have made their ap- 
pearance. Linear programming, queuing 
theory, decision theory, probability theory, 
game theory, cybernetics, search theory 
are but a few of those one encounters and 
all are grounded in advanced mathemati- 
cal and statistical theory. The view taken 
here is that the controller need not be ex- 
pert in all these techniques and trained in 
advanced mathematics. He should, how- 
ever, understand the basic concepts and 
methodology of Operations Research. This 
will enable him to: work with Opera- 
tions Research and to implement the ana- 
lyst’s recommendations in an effective way. 
To use an oft-repeated illustration, the 
fellow who makes the hammer in the fac- 
tory is not necessarily the best man to use 
it. Conversely, discussing the kind of 
metal used in making the hammer head, 
the machine processes in shaping it, the 
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quality of lumber used in the handle 
would not help much in using the ham. 
mer. Whether one uses the hammer him. 
self or someone else uses it, the important 
thing is to make clear what you are trying 
to build. We can say finally that what js 
new about Operations Research is the abil. 
ity to reduce the application of the trial. 
and-error method in business and extend 
the use of organized and systematic 
methods. 


APPLICATION OF 
OPERATIONS RESEARCH 

Without going into details, one might 
list some of the areas of business Opera- 
tions in which Operations Research has 
achieved real success. They would include: 


1. Production Scheduling 

2. Product Mix Analysis 

3. Inventory Control 

4. Sales Promotion 

5. Models for Integrated Business Sys- 
tems 

6. Financial Planning 


While this listing is far from complete 
it is worth noting that these are areas of 
business with which the controller has 
been concerned for some time. With more 
effective tools and with a more objective 
approach the Operations Research analyst 
has been able to do a more effective job in 
aiding management in decision-making. 


IMPLICATIONS OF 
OPERATIONS RESEARCH 

The controller is not unfamiliar with 
the need for viewing business operations 
as a whole. He has been concerned with 
reducing operational activities to quanti- 
tative terms and has done some model- 
building of his own. In addition, the task 
of the controller and the techniques em- 
ployed in completing his task have under- 
gone significant change as business opera- 
tions have changed. It would follow then 
that Operations Research as a develop- 
mental area of activity relates very closely 
to the activities of progressive controller- 
ship. Indeed much work must be done 
correlating activities in these two fields. 
The objective and detached view of the 
Operations Research analyst fortified with 
his mathematical and statistical tools will 
supplement and extend the effectiveness 
of management services provided by the 
controller. It is maintained that a close 
cooperation between the controller and the 
Operations Research analyst or team must 
result in a better informed and more ef- 
fective business management. 


* Derived from M. L. Hurni, ‘Observations 
on Operations Research,” Journal of the Opera 
tions Research Society of America, May 1954, 
p. 234. 

* John F. Magee, “Operations Research and 
the Accountant,” NACA Bulletin, Vol. XXVI, 
No. 12, p: 1755: 
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Old law, new law, the accepted reporter on federal taxes for reve- 
nue —“for the man who must have everything.” Swift weekly 
issues report and explain unfolding federal tax developments. 
Current subscription plan includes seven loose leaf Compilation 
Volumes and companion Internal Revenue Code Volume. 









Compact and understandable, here is the dependable reporter 
on the federal taxes of the ordinary corporation, the average 
individual, partnership, trust or estate. Two loose leaf Compi- 
lation Volumes included without extra charge start sub- 
scribers off right. Up to date throughout; indexed to a “T.” 
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Dependable analysis of income tax results to investors of reorgan- 
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In three Volumes, alphabetically arranged by company name to 
show capital changes histories of over 12,000 corporations. With 
continuing Reports of pertinent developments. 










For dependable, continuing help in handling payroll problems 
involved under federal income tax withholding, federal social 
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Compilation Volume included. 
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Profit-Sharing Plans 

IRS no longer requires a company to declare beforehand 
a definite formula for determining annual contributions to 
the profit-sharing pool. Directors can now decide during the 
closing weeks or days of the year on the amounts which will 
be contributed. To be tax-deductible, however, the contribu- 
tions still cannot run more than 15 per cent of the pay of 
the participating employes. 


Machine Tool Purchases 

The Pentagon will ask Congress this coming year for 
about $100 million to replace military-owned machine tools 
used in defense work. The total value of tools now owned 
is estimated by defense officials at $3 billion. 


Tax Returns for Defunct Businesses 

A corporation which has ceased business is required to 
file a federal income tax return if it has retained assets to 
preserve its charter rights. 


Revenue Code Amendment 

Under Public Law 629, the 1939 and 1954 Codes are 
amended with respect to the treatment of (1) gains from 
the sale of patent rights; (2) amounts received by a tax- 
payer in claims against the United States; (3) certain dis- 
tributions in kind by a corporation; (4) trademark and 
tradename expenditures; and (5) livestock sold on account 
of drought. 


Non-Communist Oaths 

A U. S. Court of Appeals has ruled that the NLRB can- 
not forbid an employer to deal with a union whose officers 
refused to file non-Communist oaths. The Court, however, 
conceded that the Board can deny its services to such a union. 


Excise Taxes 

In the event a customer’s article of jewelry, fur, or lug- 
gage is lost while in a retailer’s possession, the storekeeper 
is liable for paying the excise tax on the article he furnishes 
as a replacement. 








THE CONTROLLER........... _. .NOVEMBER 1956 





526 


Antimerger Action 

The FTC adopted a divestiture order, marking the first 
such action of the Commission, in ordering the complete 
unscrambling of merged assets. Acting under a Patman Act 
complaint, an FTC hearing examiner issued an order barring 
further operation by Scoville Manufacturing of certain fa- 
cilities which the firm acquired from a competitor in 1955. 


Penny Stocks 

The SEC has tightened its rule governing small stock 
issues and has proposed a new regulation aimed directly at 
“penny” stock issues by new companies. Under its revised 
regulation ““A’’, an “unseasoned’”” company must provide 
the public with an offering circular even for an issue of less 
than $50,000. Other changes are that the exemption from 
registration is not available for offerings by promoters, un- 
derwriters, and others if the issuer has not had a net income 
from operations for at least one of the last two fiscal years, 
and that securities issued to promoters and others for prop- 
erty and securities must be included in computing the $300,- 
000 exemption limitation. 


Renegotiation 

The Renegotiation Act has been extended through De- 
cember 31, 1958 but its scope is now more limited than be- 
fore. 


Social Security 

Under the new social security measure totally disabled 
workers will be eligible for cash payments at the age of 50 
on the same formula as benefits were available to retired 
workers at 65. Widows will be eligible for full benefits at 
age 62 and working women retiring at 62 will be eligible for 
80 per cent of the monthly benefits otherwise payable at 65. 
Wives of retired workers will draw 75 per cent of the full 
benefits. 


Paperwork Victory 
Only one copy of certain estate and gift tax forms need 
be filed under the 1954 Code, according to Rev. Rule 


56-471. 


Operating Loss and Carry-Back 

The net operating loss sustained during a short taxable 
period occasioned by a change of accounting period may not 
be annualized for carry-back or carry-over purposes. 


Government Accounting 

The system of government accounting and budgeting 
urged by the Hoover Commission, and incorporated into a 
bill—S 3897—has been signed into law. 


Initiation Taxes 
The tax on an initiation fee must be paid at the time a 
person joins a social, athletic or sporting club, whether the 
initiation payment is made in full or by installment, accord- 
ing to IRS. 
-—BEN JAMIN R. MAKELA 
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Here’s to the 25th! 


FRANK J. CARR, first president of 
Controllers Institute, holds aloft 
his silver gift bowl in a salute 

to the first quarter-century of 
controllership in the United States 


Twenty-Five Years of Controllership 


ran oatg the Janus nature of con- 
trollership, which reports and inter- 
prets the past while planning ahead for 
the future, the 25th Annual National Con- 
ference of Controllers Institute of Amer- 
ica compressed in its scope a remembrance 
of its founding and an appraisal of the 
years to come. The first was provided at 
the annual banquet by its Silver Jubilee 
Observance, conducted by its first national 
president, Frank J. Carr, vice president, 
Mallinckrodt Chemical Works, St. Louis, 
with Dudley E. Browne, the Institute’s 





president presiding; the second by a round 
table of leading economists, moderated by 
Dr. Arthur R. Upgren, dean of the Amos 
Tuck Graduate School of Business, Dart- 
mouth College. 

Between the two features, a record turn- 
out of financial managers divided their at- 
tention among 15 industry conferences on 
the first afternoon; a morning general ses- 
sion on fringe benefits; and nine topical 
conferences on the second afternoon. A 
third general session was devoted to the 
topic of executive development. 





Three luncheon sessions were also held. 
Melvin H. Baker, chairman of the Board, 
National Gypsum Co., addressed the gath- 
ering on Monday, October 1; the speaker 
on Tuesday noon was Dr. Ralph W. Sock- 
man, pastor of Christ Church (Metho- 
dist), New York. Will Durant, author 
and philosopher, addressed the final lunch- 
eon on Wednesday, October 3. All ses- 
sions and other functions took place in the 
Waldorf Astoria, New York City. By 
coincidence, the hotel also celebrated its 
25th Anniversary at the same time. 

















(1. tor.) Phillippe-chairman, Upgren-moderator, Woodward, Butler, Keezer 


ECONOMISTS’ ROUND TABLE 


Upgren: 

“An exciting prospect’”’ for the near-term was forecast by Dean 
Upgren in his opening remarks at the economists’ round table. 
He reported a record-breaking increase of $6 billion in business 
expenditures for new plant and equipment, a 30 per cent rise 
since the end of 1955. “This is the dynamic influence in the 
economy today,” he observed. ‘Happily, savings are running 
substantially above a year ago, with a rate of $21.2 billion com- 
pared with less than $16.7 billion last year. We may secure by 
next year $4 billion more in personal savings than we did in 
1955. Depreciation charges of all industry are rising $2.5 bil- 
lion a year. Retained corporate earnings will probably rise $1.5 
billion this year. These are the sources of the $8 billion of in- 
creased loanable funds for financing new plant and equipment.” 


Butler: 

William F. Butler, economist, Chase National Bank, told how 
economic growth has been general throughout most of the world. 
Western Europe’s output, he explained, has grown almost 6 per 
cent per year since 1945, exceeding our domestic average of 4.25 
per cent. This, combined with a general return to “sound money” 
policies, has provoked credit controls to prevent inflation. “Fed- 
eral Reserve authorities,’ Dr. Butler declared, “have tightened 
credit by a series of actions over the past 18 months. Credit is 
tighter and interest rates higher than at any time in more than 
two decades. However, I do not believe the stringency will be 
carried to a point where it interferes with normal growth of the 
nation’s production and employment.” 


Keezer: 
A world seething with tremendous economic opportunities 


HEAD TABLE—ANNUAL BANQUET—OCTOBER 2 





was called to the controllers’ attention by a third economist— 
Dr. Dexter Merriam Keezer, vice president of the McGraw-Hill 
Company, Inc., New York, and director of its Department of 
Economics. “There is more than enough activity, including rising 
government expenditures,” he commented, “to keep the economy 
zooming along well into next year. The only really sporting 
question for the months ahead is whether it will break out on the 
high side in a dizzy speculative spree. I place the odds at about 
6 to 1 that it won't. But if it does not, it will be something new 
under the economic sun. Virtually all the long booms in the 
last 100 years have done just that.” 


Woodward: 

Free capitalist enterprise is coming into its own, concluded 
Donald B. Woodward, chairman of the Finance Committee, 
Vick Chemical Company, New York, whose remarks brought 
the round table to a close. He voiced five other findings: “The 
recurrence of great economic catastrophes of the type of the 
1930's and 1890’s is unlikely ; business policy need not be formed 
in anticipation of general disaster. We shall experience a rising 
price level for the rest of our lives. Big government will con- 
tinue indefinitely. There will continue to be intermittent alarms 
and tensions in world affairs. There will be greater economic 
progress in this third quarter of the 20th century than in any 
other quarter-century in world history. In some important re- 
spects,”” he added, “there will be more than in all world history 
rolled together.” 


Baker: 

A longer look was taken by Mr. Baker, who described how 
different the world will be in 1976, due to economic and indus- 
trial advances. ‘“Twenty years from now,” he predicted, ‘‘we will 
do something about the world instead of just talking about it. 
Local rainfall will be adjustable and controllable. Nuclear energy 
will be our principal source of power; it will drive airplanes, 
ships, railway locomotives and perhaps automobiles. Automation 
will reach the home. Many citizens will own two homes as well 
as two automobiles. Air conditioning will become universal, and 
99 per cent of American families will have television sets. 

“Infectious diseases will be almost nonexistent. People will 
live much longer than they do today. They will work six hours 
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a week less each week and possibly earn 50 per cent more for 
their labors. The nation will have 87 million people gainfully 
employed, compared with 67 million at present. However, in 
terms of raw materials, due to exhaustion of our own resources, 
we may become the most ‘have not’ country in the world.” 


FRINGE BENEFITS 

Four speakers took part in the general session on fringe bene- 
fits: Prof. Abraham Gitlow, School of Commerce, Accounts and 
Finance at New York University; J. Leslie Harper, assistant 
comptroller, Eastman Kodak Company, Rochester, N. Y.; Paul 
Brower, director of Advanced Underwriting, Mutual of New 
York, and Allen H. Ottman, president and general manager, 
Rochester Manufacturing Co., also of Rochester. 





(I. to r.) Harper, Brower, Hughes-moderator, Ottman, Gitlow 


Gitlow: 

Doubt that a literal guaranteed annual wage could be won, 
consisting of 100 per cent guarantee of weekly earnings for 52 
weeks a year, for every employe on the payroll, was expressed 
by Prof. Gitlow. However, he pointed out, “available studies in- 
dicate that people go back to work faster when there is a sig- 
nificant difference between the prevailing wage and unemploy- 
ment benefits. In Puerto Rico, where prevailing wages are low, 
62 per cent of discharged veterans drew benefits for the full 52 
weeks under the postwar Veterans’ Readjustment Act. In Wis- 
consin, where prevailing wages are high, only 2.4 per cent were 
satisfied to stay jobless when they could make a good deal more 
by working. These observations serve as an admonition of the 
dangers attached to a 100 per cent guarantee of weekly earnings.’ 


Harper: 

An analysis of pension trends was presented by Mr. Harper, 
who noted a general swing toward plans funded solely by the 
employer, and also one toward bringing pensions more in line 
with final pay, or with pay in the few years preceding retirement. 
He pointed out that a minimum pension formula based on pay in 
the last-named period is a way to increase ‘‘to a reasonable pe- 
riod” those members of management who reach their peak earn- 
ing power in their last few years before retiring, and who might 
not otherwise receive a pension commensurate with their final 
salary. 

“Another area deserving of review,’ the speaker said, ‘‘is the 
adequacy of pensions currently being received by those who re- 
tired a number of years ago. In our case, we felt it was worth- 
while to make two adjustments in recent years in our pension 
payments to previously retired persons. One was an across-the- 
board increase in existing pensions, reduced by an amount repre- 
senting the average increase in social security benefits. The other 
provided a more liberal minimum pension.” 


Brower: 

The Deferred Compensation Unit Plan employed by the 
Koppers Company, Pittsburgh, was described by Mr. Brower, 
who spoke on ‘Stock Purchase and Profit-Sharing Plans.”” Each 
participant receives a number of units, one of which is consid- 
ered equivalent to a share of Koppers stock. He thereafter re- 
ceives all dividends paid on these theoretical shares, along with 
whatever other benefits actual stockholders receive. If the stock 
goes up in value, the increase is noted on the employe’s account. 
Upon retirement, Mr. Brower reported, the participant receives 
his accumulated incentive compensation over a period of ten 
years. Should he die, the benefits go to beneficiaries. 


Ottman: 

“A Company President Looks at Fringe Benefits” was the 
topic used by Mr. Ottman. “In most companies,” he observed, 
“the cost of fringe benefits has reached a figure which would 
astound the chief executive, if he knew the full amount as well 
as the component costs which built it up. Until he has this in- 
formation, it is readily apparent that he cannot even visualize 
the magnitude of the problem, let alone devise plans for con- 
trolling and otherwise doing something about it. 

(Cont. on next page) 
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“Since many of the fringe benefit programs have grown like 
Topsy, a clear statement of their individual purpose, interest 
and scope should help to focus management attention on those 
that are of marginal worth, and those which are really produc- 
tive from the viewpoint of the employes they benefit. A confi- 
dential employe attitude survey on how they evaluate the various 
fringe benefits could also be of real, and perhaps eye-opening, 
value.” 

Armed with factual information of this sort, including the 
cost of each benefit and that of administering it, Mr. Ottman 
added, ‘‘management should be able to do a more effective job in 
future labor negotiations, by emphasizing those programs which 
have the greatest employe appeal, and by steering away from 
those which offer little or no morale-building value per dollar 
invested.” 


EXECUTIVE DEVELOPMENT 

The speakers on executive development included Moorhead 
Wright, manager, Development Consulting Service, General 
Electric Company, Crotonville, N. Y.; Harland N. Cisney, per- 
sonnel director, S. C. Johnson & Son Co., Racine, Wis.; C. Wil- 
son Randle, partner in Booz, Allen & Hamilton, New York, and 
Dr. Francis Bradshaw, president, Richardson, Bellows, Henry & 
Co., that city. 





(1. to r.) Goodrich-moderator, Wright, Cisney, Randle, Bradshaw 


Cisney: 

Mr. Cisney described the standards fixed by his company to 
govern management appraisals. “We decided that the appraisal 
program,” he said, “should be based upon several methods of 
appraisal. It should have checks and balances to confirm the re- 
sults. Both direct and comparative techniques should be used. 
The program should include flexible methods which can be ap- 
plied to all levels of management, and it should be suited to 
the company’s needs, so that the participants understand the 
program. It should also be designed for operation on a continu- 
ing basis. 

“Our program included four basic elements: personal history 
information, appraisals by company management, personnel tests, 
and personal interviews. The personnel background information 
was obtained largely from company personnel records. The in- 
ternal management appraisals were similar to our performance 
reviews. The personnel tests were those with which we were 
familiar, and the personal interviews were comparable to our 
placement and counseling interviews. The unique aspect of this 
program was the way in which these elements were integrated 
to produce an appraisal report.” 


Randle: 

Five basic concepts of executive development were reviewed 
by Mr. Randle: (1) assessment of environment; (2) building 
the correct structure; (3) providing development objectives ; 
(4) providing the proper focus, and (5) evaluating the results. 

“These are the most neglected areas of executive develop- 
ment,” the speaker declared. “At the same time, they are the most 
critical success areas. Attitude on the part of top management 
which plainly supports and participates in the development pro- 
gram is a major influence in the total company environment, 


which is also influenced by the type of organization. Decen- 
tralization develops people faster than a highly centralized type 
of organization. Competition for key positions 1s good for execu- 
tive growth. Other things affecting environment ,are a promo- 
tional system which rewards growth and is keyed to productivity, 
or a human relations approach which dignifies the individual 
and makes him feel he belongs and is making a contribution. 

“The only sure way of setting objectives is to find out what 
development needs the executive has. This can only be done by 
appraisal or evaluation, formal or informal, as the case may be, 
Executives should be developed by design rather than accident, 

“A large percentage of management development programs 
are concerned with sending people to advanced management 
schools, bringing authorities in to lecture to them, or attending 
professional meetings or conventions—thus taking a person away 
from the place he learns best. These things are valuable and use- 
ful, but they are supplementary to the main stream of develop- 
ment, which is on-the-job training. Any management develop- 
ment program which does not take cognizance of this fact is out 
of focus.” 


Bradshaw: 

Dr. Bradshaw called attention to the need for measuring ex- 
ecutive contribution to achieving the objectives of the business, 
and for measuring changes made in executive staff by the de- 
velopment program. “If we can know how much good managers 
are worth,” he observed, ‘‘and can tell better from worse; if we 
can measure the extent to which development programs make 
them better, as well as record the cost of such programs, then we 
can audit results. The content of a sound management develop- 
ment program must be related to the attitudes, skills and knowl- 
edges that will help the executives, individually and collectively, 
to appreciate, understand and achieve such objectives. 

“Corporation managers, including financial managers, are 
now aware that completeness and accuracy have been frequently 
missing in the past. Financial statements used for policy decisions 
are especially lacking when it comes to the description of human 
resources. This problem of measuring is getting a long overdue 
study.” 

Gerald L. Phillippe, comptroller, General Electric Company, 
New York, opened the first general session in his capacity of 
general chairman of the Conference. The one on fringe benefits 
was conducted by J. McCall Hughes, vice president and con- 
troller, Mutual of New York, and that on executive develop- 
ment by L. Keith Goodrich, president of the New York City 
Control, who is vice president, McGraw-Hill Publishing Co., Inc. 

The topical conferences were staged by various technical com- 
mittees of the New York City Control, which served as host 
chapter to the Conference. 
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APPLYING RECORDAK MICROFILMING BUSINESS ROUTINES—NO. 20 IN A SERIES 








“Why make out 


invoices?” 


Taking pictures of customer orders with a 
Recordak Microfilmer eliminates typing some 
300 invoices daily . . . speeds order handling 
.. . saves $5,000 per year for Co-op Electric 
Supply Company, Chicago. 

This short cut may work for you, too. 


(1) Customer orders—on catalog order blanks, post- 
cards or letterheads—are stapled to self-mailing printed 
forms as soon as received. When order is packed, total 
cost of merchandise and shipping charges is entered 
and totaled on the form. 

No more duplicate or triplicate invoice typing. 

Machine posting is eliminated. 

Recordak microfilming lets the customer’s own order 


(2) Picture of customer’s order and Co-op form 
(still stapled together) is made instantaneously in a 
Recordak Microfilmer for %¢. The film copy is the 
office record. The originals go out as the invoice. 


Co-op Electric—and the many companies which have 
adopted this system—call it the fastest, easiest, and 
lowest cost invoicing system by far. In addition, hours of 
filing work are saved . . . space requirements are cut 


as much as 99%. Double-check your routines with a 
Recordak Systems Man soon—no obligation at all! 


ateacanag “‘Recordak” is a trademark 
— RECORDEK originator of modern microfilming—and its application to accounting routines 


(Subsidiary of Eastman Kodak Company) 


go back to him as part of the bill! 


Rite ape ccin aes aan om em ey anton cine ee — 


M 
FREE. ..“SHORT CUTS THAT | RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
SAVE MILLIONS” 415 Madison Avenue, New York 17, N. Y. U-11 


isnt Jute soudinen Nhe verse F Gentlemen: Please send free copy of “Short Cuts That Save Millions.” 


have been simplified in thousands 
of companies. How Recordak 
Microfilmers are designed for 

all requirements . . . give you 

up to 80 pictures for 1¢. 
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The Executive Profile 


EOPLE are the number one concern of 

the American business executive, a sur- 
vey by the American Management Associa- 
tion indicates. 

The survey of 214 top- and middle-man- 
agement executives, reported in the Octo- 
ber issue of the Association’s monthly mag- 
azine The Management Review, was de- 
signed to obtain a personal profile of the 
executive. No questions were asked about 
human relations. 

Yet, author Lydia Strong notes in the 
Management Review article, in their re- 
plies to the questionnaire the survey re- 


spondents underscore the importance of 
people. They say that ability to work with 
people is the quality most needed by an 
executive; that the greatest rewards—and 
also some of the worst headaches—for a 
manager lie in dealings with people; that 
human relations and the humanities are 
the subjects they wish they had learned 
more about at school. 

About three fifths of the executives 
covered in the survey belong to top man- 
agement; they are presidents, vice presi- 
dents, or other company officers; company 
managers; or heads of major divisions and 





MULTIPLIER 


MULTIPLICAND 





A ANSWER 





You get a triple-check on your answer 
with a Marchant! 


A Marchant is the only American-made 
calculator that gives you straight-line, 
three-dial positive proof that your answer 
is correct. 

At the end of a multiplication problem 
the number to be multiplied is in the 
Lower, or Keyboard Dials... the multi- 
plier is in the Upper Dials ... and the 
answer is in the Middle Dials. 

This three-dial proof in multiplication 
of both factors and the product is just 
one of the many accuracy controls built 
into every Marchant calculator. Whether 
it’s multiplication, division, subtraction, or 


addition—in any calculation—you get the 
same visible proof of all entries... and 
all results. 

Accuracy control, plus simplicity and 
ease of operation, are the big reasons why 
anyone in your office can operate a 
Marchant efficiently. 

Call in the local MARCHANT MAN. 
Have him show you how a Marchant— 
by turning out maximum figurework with 
minimum operator time and effort —can 
make an important contribution to the 
more efficient, more profitable operation 
of your business. 


far MARCHANT CALCULATORS, inc., oaktano 8, catifoRNtA 
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departments. The others, members of 
middle management, are in charge of 
secondary divisions and departments. 

The “‘average’”’ respondent works for a 
company having 14,400 employes, is just 
over 45 years of age, and earns between 
$20,000 and $30,000 a year. Earnings vary 
with age and with job level. Median earn- 
ings for the respondents under 40 are 
$10,000-$15,000 a year; for those over 60, 
$40,000-$50,000; for middle managers, 
$10,000-$15,000 ; for presidents, $30,000. 
$40,000. Time also is a factor, although 
several lower-bracket men started 30 years 
ago and one of the top earners is just 
rounding out his tenth year as an executive, 
Respondents earning under $10,000 a year 
have been working an average of 14 years; 
over $50,000, 32 years. 

More than half the survey respondents 
started their careers in engineering or other 
technical fields, sales, or accounting, in that 
order of frequency ; two thirds of the total 
sample now have moved on into broader 
fields. They have not, however, done much 
moving from company to company. Three 
out of five are still working for the com. 
pany that gave them their first executive 
job. On the average, respondents have 
worked for their present companies more 
than 16 years; within the company they 
have averaged four different jobs. 

The more the executive is paid the 
longer is his vacation—and the longer is 
his working day—the survey indicates. The 
top-management men participating in the 
study average more than three weeks of 
vacation; the middle-management men, 
less than two and a half weeks. The men 
earning more than $50,000 a year put in 
an average of 1814 hours a week of over- 
time; the average overtime for the entire 
group of respondents is 1214 hours. 

Three out of four respondents are col- 
lege graduates, and one out of four has 
done graduate work. However, the level 
of education varies sharply with age and 
position. Four out of five among the men 
under 40 are college graduates; only two 
out of five, among those over 60. Only 
half the presidents went through college, 
as compared with 81 per cent of the middle 
managers; more than a third of the men 
who got no farther than high school earn 
more than $40,000 a year, while fewer 
than a tenth of the college graduates have 
reached this bracket. This is not an indict- 
ment of higher education, Miss Strong ex- 
plains, “but a reflection of the fact that 
most of our current top earners started dut- 
ing a period when a college degree was not 
so much of a prerequisite for business ac- 
ceptance as it is today.” 

Most of the college men specialized in 
some professional or technical subject; less 
than a third of the respondents with de- 
grees took them in the liberal arts. On the 
whole, the liberal arts men have been more 
successful, both as to income and status, 
than the specialists, but, Miss Strong notes, 
“it may be that related factors, such as fam- 
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ily finances and social standing, are partly 
responsible.” Among the specialists, the 
small group who studied law have the 
highest average earnings, followed closely 
by applied science graduates, then by the 
business and finance majors. Most of the 
specialists in pure science, mathematics, 
and social science earn less than $15,000 
a year. 

Three out of four respondents—four 
out of five specialist-—complain of defi- 
ciencies in their educational background. 
The men with technical training feel they 
did not learn enough of the humanities, of 
human relations, and of business and man- 
agement; the liberal arts graduates wish 
for more education in general or for more 
training in finance and economics. 

Human relations abilities predominate 
overwhelmingly among the characteristics 
listed by the survey respondents as essential 
to the successful executive. Ability to work 
with people is listed by more than twice 
as Many executives as is any other charac- 
teristic. Other highly prized qualities in 
the human relations area are leadership 
ability, willingness to listen to other peo- 
ple’s ideas, and the ability to delegate work 
to others. 

Ranked second highest is integrity; 
third, decisiveness. Other character attri- 
butes considered important are courage 
and self-confidence, perseverance, and hu- 
mility. Intellectual abilities—such as intel- 
ligence, judgment, knowledge and skill, 
imagination and creative ability, analytic 
ability—are less frequently mentioned, 
perhaps, Miss Strong suggests, because the 
respondents take them for granted. 

The enjoyment of working with people 
is the chief satisfaction the respondents 
derive from their jobs. Other frequently 
mentioned satisfactions are the challenge, 
scope, and freedom of the job; variety; 
and a sense of accomplishment. Money is 
seldom mentioned ; perhaps it too is taken 
for granted. 

Among the headaches of the job monot- 
ony, routine, and detail lead the list. The 
second largest category of dislikes involves 
dealings with people—with their subordi- 
nates for top management, with their su- 
periors for middle management. 

More than four out of five of the survey 
respondents engage actively, usually in a 
leadership position, in church and commu- 
nity activities ; more than ten per cent hold 
some kind of governmental office or serve 
on official governmental bodies. Four out 
of five have at least one major recreational 
activity that gets them outdoors, usually a 
sport or gardening. A fifth named reading, 
chiefly nonfiction, as a major avocation. 





A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Management Engineers 
Park Building Yonkers, N. Y. 
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MILLIONS of 
dollars are being 
saved yearly by 
hundreds of 
companies, using 
this DRY, 
ELECTROSTATIC 
COPYING 
PROCESS 


How XEROGRAPHY 


can cut duplicating costs and 
speed paperwork for YOUR company... 


Since xerography was introduced, hun- 
dreds of companies have found thousands 
of applications for this fast, economical 
process which copies anything written, 
printed, typed or drawn onto masters for 
duplicating. Its uses are ever-expanding! 
Folders are available telling you what 
xerography is and what it does. “Proof- 
of-performance” case histories showing 
savings from $8,000 to $250,000 a year 
i> 







Anything written, printed, typed 
or drawn can be quickly copied by 
xerography onto mas- 
ters for duplicating. 
Copies in the same, 
enlarged, or reduced 
size can be made 
from one or both sides 
of original material. 


THE HALOID COMPANY 
56-80X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


XEROGRAPHY 


{ZE-ROG-RA-FEE) 


| The fastest, cheapest, most versatile way to make masters.for 


by individual companies are also avail- 
able telling how these companies, large 
and small, use xerography. Some ex- 
amples: An industrial firm saves $18,000 
a year on various applications including 
production order writing. An insurance 
group saves $10,000 a year on its direc- 
tory. A grocers’ cooperative saves $15,000 
a year on a price order book alone. A de- 
partment store saves $9,600 yearly. An 
automotive manufacturer, among other 
uses, copies engineering drawings in re- 
duced size by xerography—saves $250,000 
a year. These figures are taken from a few 
of many case histories on the amazing 
savings being made by the use of xerog- 
raphy in business, industry, government. 


WRITE for xerography folders and case his- 


tories showing how duplicating costs can be cut 
and paperwork speeded in your particular field. 
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COST 
REDUCTION 


Today cost reduction is first on 
management’s agenda. Your ac- 
counting reports should disclose 
weak spots in costs of every prod- 
uct, teriitory, class of customer, 
size of customer’s order, as well 
as in every function or department 
of the business. Conventional ac- 
counting does not furnish such 
vital information. Only when the 
irregularity is pinpointed can im- 
mediate corrective action be taken. 


PROFIT ANALYSIS 


AND 


OUTLINES 


by Frederick M. Eisner, C.P.A. 


are the first and only practical 
how-to-do-it books to describe a 
system of accounting from which 
knowledge is obtained of the ef- 
ficiency of every workman, fore- 
man, department manager, office 
employee, office executive, and 
salesman. 


Product profitability 
Product mix 
Efficient materials usage 
Labor productivity 
Factory overhead absorption 
Plant and machinery utilization 
Inventory turnover and control 
Mark-downs technique 
Incentives to salesmen 
Control of delivery trucks 

and many other matters 





are covered in illustrated manage- 
rial controls, forms and reports 
which present workable ideas on 
how and where cost reduction pos- 
sibilitics prevail. 





PROFIT ANALYSIS, 364 pages ........ $10 
APU Aas BOO BRBOB ons ccccsccccsccccess $5 
SPECIAL COMBINATION OFFER 
Both Books, postpaid .................. $12.50 





10 Days Money Back Guarantee 


CHARLES M. EISNER 


Dept. C—70 Linda Ave., White Plains, N. Y. 








Salesmen’s Compensation 


Field salesmen for manufacturing com- 
panies increased their earnings by an av- 
erage of 3.5 per cent in 1955, according to 
a new survey of sales compensation by the 
American Management Association. The 
study analyzes the compensation paid to 
more than 17,000 lines sales personnel in 
nearly 200 companies between the spring 
of 1955 and the spring of 1956. Positions 
included are those of sales trainees, three 
grades of salesmen, sales supervisors, and 
district and regional sales managers. 

Total compensation of the 14,093 sales- 
men covered in the survey shows consid- 
erable variation, based on such factors as 
level of responsibility and the market 
served. However, more than three fourths 
of them earned between $5,000 and 
$15,000 last year. At or near the bottom 
of this range are likely to be found sales- 
men in such categories as that of begin- 
ning salesman for a food company; the 
experienced salesman for a company that 
manufactures Diesel locomotives is an ex- 
ample of the type ordinarily found at the 
top of the range. 

Salesmen receive incentive compensa- 
tion in the form of bonuses and commis- 
sions in 77 per cent of the companies sur- 
veyed. Base salaries are lower when bo- 
nuses and commissions are also paid, but 
salesmen on such incentives fare better in 
total compensation than do salesmen on 
salary only, the survey confirms. 

Bonuses and commissions range from 
10 per cent of total compensation to 100 
per cent of total compensation, depending 
on the type of plan and the industry. 


About 10 per cent of the companies sur- 
veyed pay straight commissions only. Such 
plans are most common in the consumer 
products field. 

A combination of salary and bonus is 
the most popular method of paying sales- 
men the survey indicates. This method is 
reported by 36.5 per cent of the companies 
surveyed. The bonus is commonly based 
on a quota that sets a certain dollar vol- 
ume of sales as the salesman’s target for 
standard performance. Extra compensation 
is provided for sales in excess of quota, 
thus offering an incentive to greater effort. 

Salesmen fare much the same as other 
employes with respect to participation in 
pension and group insurance plans. All 
the companies surveyed have group life 
insurance and group hospitalization cov- 
erage for salesmen, and 90.2 per cent in- 
clude salesmen in their pension plans. 
Most of the survey respondents pay all 
“reasonable’’ expenses of their salesmen 
while they are on the road. 

In addition to reporting total compen- 
sation, the report provides a detailed 
analysis of pensions and group insurance 
benefits, expense account practices, and 
provisions of sales incentive programs and 
their relation to total compensation. The 
companies included in the survey, the first 
of its kind ever undertaken by the Ameri- 
can Management Association, are located 
throughout the United States. They range 
in size from less than $5 million annual 
sales to more than $500 million; the num- 
ber of salesmen they employ ranges from 
less than 10 to more than 1,000. 


Resource and Output Trends 


Net national produce per capita is today 
about four times the figure of eighty years 
ago, due mainly to a huge and possibly ac- 
celerating rise in productivity per unit of 
resources used. The average growth of 
output per capita was 3.5 per cent per 
annum since 1870, but the rate of growth 
has been extremely uneven, and it is diffi- 
cult to confirm any significant trends in 
rates of growth of total output and output 
per head. 

These are the major findings released by 
the National Bureau of Economic Research 
in the pamphlet “Resource and Output 
Trends in the United States Since 1870.” 

Labor input, in man hours per capita, 
has declined slightly since 1870 although 
the ratio of the labor force to population 
grew by 25 per cent. Total capital wealth 
has apparently increased to nearly 10 times 
its size 75 years ago, while capital per head 
of population has approximately tripled. 

Both input of labor and input of capital 
resources are quite overshadowed by the 
factor of productivity increase which is 
said to be perhaps the most significant 


factor emerging from a review of the 
economic record since 1870. Causes of 
productivity increase are little understood, 
the report points out, so it is clear that 
further eniightenment on prospects in the 
next generation should be sought in 
productivity studies. 

No definite answer is to be found in the 
available data to the familiar question as 
to whether the rate of growth is slowing 
up. Some evidence, however, exists of a 
decline in rates of growth since 1870— 
somewhat more clearly for total output, 
somewhat less clearly for output per capita. 
More definite conclusions can be reached, 
however, as to source of apparent changes 
—as between inputs and productivity. 

The report also notes that aside from 
ordinary business cycles, the rate of growth 
since 1870 has risen and fallen in long 
waves of approximately 20 years’ duration. 

If we pretend to understand our past 
history or if we desire to forecast our busi- 
ness future, we must determine whether 
these surges or relapses are recurrent in a 
significant way or are purely fortuitous. 
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DONALD P. JONES, comptroller, Sun 
Oil Company, Philadelphia, chairman, 
Budget and Finance Committee, which 
prepares the Institute’s annual budget; 
suggests ways and means of increasing 
its revenues and limiting its expenses. 





HAROLD L. GEBIKE, secretary-treas- 
urer, Electro Refractories & Abrasives 
Corp., Buffalo, chairman, Ethics and 
Eligibility Standards Committee, which 
keeps up to date Institute concepts of 
purpose and quality of membership. 





ERIC L. HAMILTON, vice president, Ca- 
nadian Industries Ltd., Montreal, Que- 
bec, Canada, chairman of the Cana- 
dian Affairs Committee, which makes 
contacts with the Canadian government 
as well as Canadian organizations. 


JOHN W. GLADSON, assistant control- 
ler, Esso Standard Oil Co., New York, 
chairman, Education Committee, which 
promotes knowledge of career require- 
ments and opportunities relating to 
training for functions of controllership. 





JOHN C. BARROWS, comptroller, 
American Surety Company of New 
York, chairman, Admissions Committee, 
which decides eligibility of membership 
applicants in accordance with by-law 
rules of membership and admission. 





JOHN McFARLAND, manager of the 
Tax Department of Sun Oil Co., Phila- 
delphia, Pennsylvania, chairman, Fed- 
eral Taxation Committee, which makes 
recommendations to Congressional com- 
mittees for federal income tax laws. 





J. McCALL HUGHES, vice president and 
controller, Mutual of New York, New 
York, chairman of the Planning Com- 
mittee, which functions as a policy body 
on long-range objectives, progress and 
of 


usefulness Controllers Institute. 





R. W. MiCHIE, vice president, Chesa- 
peake & Potomac Telephone Co., 
Washington, D. C., chairman, Advisory 
Panel on Cooperation with the Govern- 
ment, covering government matters not 
assigned to other Institute committees. 


WILLIAM H. ZIMMER, vice president- 
treasurer-director, Cincinnati Gas & 
Electric Co., chairman, Securities and 
Exchange Regulation Committee, which 
studies and reports on the general 
rules and regulations released by SEC. 


HARRY Y. WRIGHT, vice president and 
treasurer, Fidelity and Deposit Com- 
pany of Maryland, Baltimore, chair- 
man of the Social Security Committee, 
which considers proposals regarding 
the national Social Security program. 








NATIONAL 
COMMITTEE 
CHAIRMEN 
* 
CONTROLLERS 
INSTITUTE 








R. B. GOOKIN, comptroller, H. J. Heinz 
Company, Pittsburgh, Pa., chairman of 
the Management Planning and Control 
Committee, which works for acceptance 
of the planning and control concept to 
improve profits and business stability. 





PAUL A. RECK, asst. treasurer-asst. 
controller, Sperry Gyroscope Co., Div., 
Sperry Rand Corp., chairman, State 
and Local Taxation Committee, which 
keeps up with all tax matters and makes 
recommendations for tax improvement. 





CLYDE SKEEN, controller, Boeing Air- 
plane Company, Seattle, chairman, Ad- 
visory Panel on Government Contract 
Profit Limitations, which deals with 
laws and regulations covering suppli- 
ers who serve the Federal Government. 


THOMAS M. McDADE, controller, Gen- 
eral Foods Corp., White Plains, N. Y., 
chairman, Panel on Accounting Proce- 
dures, which works closely with the 
American Institute of Accountants in the 
promulgation of accounting principles. 


*%Each national committee is composed of regular members and an advisory panel for 
Also, there are special advisory panels for specific problems not covered by regular committees. 





THE CONTROLLER... 


JAMES L. PEIRCE, vice president and 
controller, A. B. Dick Co., Chicago, 
chairman, Second Joint Committee on 
Long-Range Research Objectives, which 
will review the Long-Range Research Re- 
port (Capon Committee) made in 1952. 
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Baltimore Business Forms combine all 
billing and shipping forms into one! 


Regardless of how you bill orship... 
whether by rail and truck exclusively, 
or by parcel post or express, or any 
combination of these . . . Baltimore 
Business Forms will combine all forms 
into one. Invoice, labels, packing slips, 
accounting copies and bills of lading, 
all to be typed at once. 


If you have a combination of rail, 
truck and parcel post, all of the above 
forms should be used except the bills 
of lading . . . which you don’t have to 
use for parcel post. When bills of lad- 
ing are needed they can be combined 


in perfect registration and all copies 
can be written at one time. You owe 
it to yourself to investigate these 
quick, easy ways to organize and cut 
costs of your billing and shipping. 


Send for free samples or recommen- 
dations! At Baltimore Business Forms 
every representative is an experienced 
“system planner,’ capable of solving 
any business form problem. Write 
today for samples or an unbiased 
recommendation. THE BALTIMORE 
Business Forms Co., Dept. A, 3140 
Frederick Ave., Baltimore 29, Md. 


The Baltimore Business Forms Company 





(THE BALTIMORE SALESBOOK COMPANY) 
Saving time and reducing costs in business and industry 


HANDYSET ONE-TIME 





Federal Laws for Financial 
Institutions and Credit 


to Be Studied 


Senator A. Willis Robertson (D-Va.) 
of the Senate Banking and Currency Com- 
mittee has announced the members of his 
Advisory Committee for the Study of Fed- 
eral Laws Governing Financial Institutions 
and Credit and has designated Kenton R. 
Cravens of St. Louis, Mo., as chairman of 
the Advisory Group. Senator Robertson 
noted that all the various types of financial 
institutions subject to federal regulations 
are represented on the Advisory Commit- 
tee. 

The staff of the Senate Banking and 
Currency Committee is preparing for pub- 
lication a compilation of all federal statutes 
governing financial institutions and credit. 
At the same time, various affected govern- 
ment agencies are preparing recommenda- 
tions designed to remove obsolete provi- 
sions from the law and to add new 
authority where needed. 

The Advisory Committee will meet with 
the Senate Banking Committee on Novem- 
ber 9 and 10, at which time the representa- 
tives of five federal agencies will present 
their recommendations in oral testimony. 
Written statements of interested organiza- 
tions will also be made a part of the 
record. In December, the Advisory Com- 
mittee is scheduled to meet again to formu- 
late proposals for a tentative draft bill. 
Public hearings will be scheduled when 
the bill is introduced into the Senate. 


Records Administration Seminar 


Records Controls, Inc. announces its 
1956 records administration seminar to be 
held at the Palmer House in Chicago, Ill., 
November 26-30. The sessions will be di- 
rected to office systems supervisors, meth- 
ods and procedures personnel, records con- 
sultants, file supervisors, and executive and 
research secretaries and assistants. 

Lectures and round-table discussions 
covering an integrated records program 
from the origin of papers through their 
destruction will include: Control of forms 
and correspondence; qualifications of file 
personnel ; specialized systems and equip- 
ment; inventorying old records and setting 
up records retention schedules; historical 
records; and electronics and its impact on 
records. 


Foreign Taxation Panel 

The Tax Session of the 43rd National 
Foreign Trade Convention, under the 
sponsorship of the National Foreign Trade 
Council, Inc., will be held at 3 p.m. on 
November 28 at the Waldorf-Astoria in 
New York. Problems of taxation of busi- 
ness income from foreign sources will be 
considered. This session is open to non- 
members (as well as members, of the 
Council), who may register during the 
Convention. 
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e Choice of twelve TRANSCOPY models—up to 27” 
throat. 

e Widest selection of pre-cut positive and negative 
papers. 

e Copies everything—printed or typed sheets, sketches, 
drawings or charts, colored or black on white, one or 
two sides—all colors or inks—stamps, pen and pencil- 
ings... and copies them on white or any of five col- 
ored papers—even card stock. 

e No installation—no darkroom or special plumbing 
or wiring—can be used under direct lighting, even 
under fluorescent lights. 

e Multiple copies can be made from a single negative. 
e National service and supply facilities in all major 
Cities. 








These exclusive advantages give you more for 
your money when you photocopy the Trans- 
copy way. See for yourself in your office or in 
ours. Fill in the coupon for FREE demonstration. 








why TRANSCOPY™ zs the 
only sure way to photocopy 


accounting records 





TRANSCOPY’s exclusive 
advantages are geared to 

meet your special copying 
requirements. Only TRANSCOPY 
gives you the copies you want 
when you want them most 

and the way you want them. 








Say 
7 Stara. | 
| 
! 
| DIVISION OF SPERRY RAND CORPORATION | 
| Room 2122, 315 Fourth Avenue, New York 10, New York 1 
1 would like to see a FREE demonstration of TRANSCOPY. 
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! NAME & ——— ; 
| : 
| FIRM SSeS 1 
! ADDRESS = ! 
: ! 
I Cry... —_ sii ZONE _STATE j 
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American Appraisals 
correct errors in 
property accounts 
Continuous American Appraisal Serv- 
ice®is an effective method of property 
control—reflecting changes in physi- 
cal assets and fluctuations in value. It 
keeps property records in line with 

property facts. 


The 
AMERICAN 


APPRAISAL 


Company 
leader in property valuation 


HOME OFFICE: MILWAUKEE 1, WIS. 
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with scuff-proof, noiseless, 
self-leveling fiber glass base 
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THE STURGIS POSTURE CHAIR COMPANY 
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How to Make a Speech 


EXT TO PROFITS and taxes, one of the 
N commonest and most timetaking ex- 
ecutive problems is speechmaking. Who 
speaks for the company, and why, when a 
speaking invitation comes in? This is the 
question answered in a recent issue of 
Dun’s Review and Modern Industry. 

“No company can completely ignore 
the problem of handling invitations to 
speak. This is an age of aggressive sales- 
manship, and selling begins with the 
spoken word for the idea as well as for 
the product. The man who speaks for the 
company is selected because he under- 
stands company policy, company product 
or service, and company responsibility to 
its customers, and the competitors, and the 
business community in general.” 


SPEAKER REPRESENTATIVES 


Speaker requests may be regarded by 
the companies who get them as oppor- 
tunities, obligations, or nuisances. They 
may be accepted or turned down. But once 
they are accepted, whoever gives the 
speech represents his company and _ its 
policy, says the magazine for top man- 
agement. 

The first need of a company which pro- 
vides speakers is therefore to define and 
make known its policy. “Tradition is a 
spongy ground upon which to build pol- 
icy. Tradition is sometimes a mixture of 
fact and fiction which is likely to confuse 
or disillusion young men or women se- 
lected to be cheer leaders in public.” 

The president cannot be expected to ac- 
cept every speaking engagement person- 
ally. He has a right to be selective in his 
choice, and will carry his fair share of the 
load by taking on four or five speeches a 
year. When the president delegates a 
speaking assignment to an executive vice 
president, staff economist, plant manager, 
or sales manager, they should be as familiar 
with company policy as the president. 

This may be achieved by regular weekly 
or monthly discussions, bulletins or letters, 
but “best of all, through a written defini- 
tion of company policy as it deals with 
every subject involving discussion and in- 
terpretation, including community subjects 
such as wages, pensions, charities; com- 
petitive topics such as prices, guarantees, 
credit discounts; and interindustry rela- 
tions such as trade memberships, research 
information interchange, or joint publicity 
programs. Once these policy items are 
clarified in text, any intelligent and fluent- 
tongued executive can prepare for his 
task.” 

“The well-trained policy man, whether 
president or pinch hitter, usually knows 
enough to stick to the subject assigned, 
cover it clearly in the allotted time, and 
sit down. He also knows the little graces 


Six skills should 
be developed by a 
business speaker 


and courtesies that belong to public speak- 
ing. He addresses the chair, spends very 
little time on the amenities with the audi- 
ence, and gets down to a logical presenta- 
tion of the facts. He gets his facts straight, 
his statistics accurate, and his arguments 
in order.” 

The well-balanced speakers’ program 
“calls for men who can interpret industrial 
relations with a sense of realism and 
restraint; who can handle public relations 
without acting like appointed evangelists 
of the company and the whole capitalistic 
and competitive system; who can go to a 
convention and stick to the subject on the 
program and answer technical questions 
on materials, methods, and distribution 
with a sense of authority; and come back 
without a hangover.” 

The article recommends that all speak- 
ing invitations be channeled to one place 
and screened under a single authority to 
determine (1) whether the date is worth 
filling, (2) whether a speaker is available, 
and (3) at what level of prestige or au- 
thority he should be chosen. 


PREPARATION OF A SPEECH 


Once the date has been accepted and the 
speaker assigned, the preparation of the 
speech itself becomes the chief problem. 
The public library and the business library 
are both useful. “The next best thing to 
knowing the correct answer is the ability 
to ask the right question. The organization 
of a good speech comes with training in 
asking the right questions from people 
who know where to get the right answer.” 

Some company speakers use ghost- 
writers. “Busy executives need help from 
‘ghosts,’ but the acceptable speech is usu- 
ally the result of one or more conferences, 
a meeting of the minds on ideas, and a 
serious attempt by the writer to reflect in 
idiomatic phraseology the opinions and 
convictions of the speaker.” 

“The age of eloquence isn’t past, but the 
style of speaking has been streamlined to 
eliminate bombast and highfalutin rheto- 
ric. The brass-tacks school of oratory often 





CONTROL CONSULTANT 


Chicago management consulting firm, a 
leader in its field, is seeking a broad gauged 
control man for its staff. Desire a back- 
ground in costs, budgets, production con- 
trol, and related functions in an industrial 
operation. We are seeking an executive who 
can deal effectively with management per- 
sonnel and with management control prob- 
lems. Home weekends when travel is in- 
volved. Prefer a man age 35-45, with ac- 
counting training. Engineering or production 
exposure helpful. We invite your confiden- 
tial reply to a stimulating and unlimited 
opportunity. 
Box D2239—-THE CONTROLLER 

2 Park Avenue New York 16, N. Y. 
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“It’s important that stockholders and others interested in our company 
know how we are doing. All the printed matter they receive — particularly 
our Annual Report — must be as readable, accurate and attractive as pos- 
sible. Experience has shown us that Pandick Press makes sure that it is.” 


22 THAMES ST., NEW YORK 


; i 
— WOrth 4-2900 NY 1-3167 
WEA QNMAIC. 
ps8 71 CLINTON ST., NEWARK, WN. J. 
—_ MArket 3- 
Established 1923 sentede 


Brochures - Prospectuses - Registration Statements -. Dividend Enclosures 


Annual Reports’ .- 
Direct Mail Literature 


Cases & Briefs + Leaflets ° Price Lists ° Catalogues . 


LEADERS IN FINANCIAL PRINTING SINCE 1923 
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ONTROLLER 


Are you a financial execu- 

tive ready to join the top 

management of one of the 

very large manufacturing 

companies in America? 
We are seeking a man with ex- 
perience as a controller in a 
multi-plant manufacturing com- 
pany. We will expect this execu- 
tive to provide strong leader- 
ship to a number of divisional 
controllers, and to take an ac- 
tive part in our long range 
planning. 
Compensation will be in ex- 
cess of $30,000 augmented 
by a profit sharing bonus 
and a substantial stock op- 
tion. 
Please state briefly present 
position, pertinent experi- 
ence, age and telephone 
number. All correspondence 
will be held in complete con- 
fidence. 

Box D 2241 

THE CONTROLLER 

2 Park Ave. New York 16, N. Y. 
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Have You Heard About . . Have You Seen 


CONVOY “Chem-Board’* 


RIGID, PERMANENT, INEXPENSIVE 
record storage 
ore FILES 














Chem-Board Storage Files are perma- 
nent. They cost and weigh about 50% 
less than steel; cost less than some cor- 
rugated paper files. They‘re shipped 
assembled, ready for use. 
NOW-—smooth, staple-free 
fronts make them suitable 
even for “front-office” use. 
Available in letter, legal, 
check, deposit slip, tab card 
and many other sizes. 


*CHEM-BOARD IS RIGID- 
IZED CORRUGATED BOARD 
PROCESSED TO REMARK- 
ABLE STRENGTH. 


CONVOY, Inc. 





Station B 
Box 216K 





Canton 6, Ohio | 
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lacks the finesse of polite speech, but it 
is to be preferred to the school of ornate 
verbiage which clutters up a simple state- 
ment with gingerbread vocabulary.” 

“There is no one way to make a speech. 
Some men study hard on facts and work 
with a few notes on a card. Some memorize 
substantial areas of the speech and ad lib 
on the rest. Some read most of their 
speech with such freedom of expression, 
with proper pause, and self-interruption 
that the manuscript is never noticed or con- 
sidered by the audience. Others read the 
manuscript with a monotonous drone that 
distresses the listener, and reflects the inept 
approach of the speaker to people before 
him.” 

‘A good speaker is always in command 
of his audience. He commands with his 
eye as well as his voice, and he knows at 
once by the audience attitude when he is 
losing his superior position. There is no 
substitute for preparation, and preparing 
begins with the notes that are set down 
in the moments of meditation on the sub- 
ject. It continues with writing, rewriting, 
and assembly of the notes in logical order. 
It continues only with many readings of 
the talk as the text is trimmed and strength- 
ened. Preparation ends only when the 
speaker rises to face his audience, confident 
of meeting any emergency from lost notes 
to a sudden heckler in the gallery.” 

The article says it’s a poor speech that 
is only remembered for the good jokes in 
the text. “It’s a good speech that makes 
its point without a funny story, and it’s 
a better speech when it can be illustrated 
with case histories that sharpen the point, 
and shorten the discussion. Good case 
histories are a form of speech economy. 
But the case must be relative and applicable 
to the premise and not of personal vanity 
in action.” 

“Agility in argument, resourcefulness 
under attack, humor in fending off the 
bitter shaft are all signs of the seasoned 
speaker. Memory is a fickle servant of the 


speaker and important quotations or sta- 
tistics should be written out.” 

Often the most important step that a 
young executive takes is his first speech. 
“It lifts him above his audience and gives 
him for the first time the combined feeling 
of fear and triumph that is a part of the 
original wrestling match with nervousness 
and mental confusion.” 


SPEECH TRAINING 


To train its young men in speaking, 
many companies employ a Se 
teachers or send their young men to school. 
Six skills should be developed by a busi- 
ness speaker: 


1. Exercise in disciplined thinking. This 
means an orderly approach to the sub- 
ject, with the topic defined, the ideas 
to be discussed fenced in and timed, 
good research, and logical sequence; 

2. Practice in speech writing. No man 
knows how much he comprehends 
about a topic until he puts it down on 
paper. One can be self-critical over 
the written word, and then better in- 
formed for the spoken word ; 

3. Exercise in manuscript reading, espe- 
cially technical reports, to achieve the 
precise statements of facts and statistics; 

4. Impromptu speaking usually seems easy 
because the speaker has worked hard in 
recent or previous preparation. The im- 
promptu speech needs ardent prepara- 
tion ; 

5. Experience in debates, panels, round- 
table discussions, which exercise the 
mind and build up confidence; 

6. Conducting meetings. The success or 
failure of a meeting often depends on 
the skill or lack of it in a chairman. “A 
good chairman understands how to 
prepare an agenda, set up a time sched- 
ule, present guests, limit discussions, 
recognize questions from the floor, en- 
force or suspend rules. The chairman 
sets the pace for the meeting and the 
speakers usually follow his tempo.” 





MEMBERS’ MEETING OF CONTROLLERS INSTITUTE 
—Gerald L. Phillippe, general chairman of the 25th 
Annual National Conference of Controllers Institute 
held at the Waldorf-Astoria, New York, called the 
meeting to order and presented President Dudley E. 


Browne (second from right in picture) who presided. 
(Continuing right to left) Also present were Robert N. 
Wallis, chairman of the Board; Harold A. Ketchym, 
president of Controllership Foundation; and Paul 
Haase, managing director of Controllers Institute. 
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Guaranty Trust Company’s electronic 
equipment handles mathematical 
operations, helps give customers 

better banking service. 


Electronics Speeds Service 
to Guaranty Customers 


One of the pioneering applications of 
electronics to commercial banking took 
place last month when the Loan De- 
partment of Guaranty Trust Company 
started processing commercial loans 
through a new electronic computer 
capable of doing the work of as many 
as ten rotary desk calculators. 


At month’s end, the machine was 
carrying the major portion of the de- 
partment’s posting work load, making 
the switch from manual to automated 
methods with a minimum of proce- 
dural revisions and capital costs. 


This is not Guaranty’s first piece of 
electronic equipment. The bank’s 
Stock Transfer Division, for example, 


makes use of electronic calculating 
units to process dividend checks. The 
machines calculate checks to be paid to 
stockholders of companies for which 
Guaranty acts as transfer agent. Last 
year these machines processed close to 
6,000,000 dividend checks. 


Guaranty has long been a leader in the 
application of mechanical and elec- 


tronic processes to banking operations. 


The bank played an important role in 
the early development and perfection 
of some of the machines which are 
widely used by banks today. 


Guaranty’s mechanical and electronic 
equipment, plus a constantly expand- 
ing program by the bank’s Research 
and Development Department, add up 
to better service for all the bank’s 


customers. 


GUARANTY TRUST COMPANY 


140 BROADWAY, NEW YORK 15 





Capital Funds in excess of $400,000,000 
Fifth Ave. at 44th St., New York 36 «+ Madison Ave. at 60th St., New York 21 
40 Rockefeller Plaza, New York 20 . London « Paris Brussels 
Member Federal Deposit Insurance Corporation 
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® The only available 
source to clarify ... 


THE TAX ON 
ACCUMULATED 
EARNINGS 


Robert S. Holzman, outstanding tax 
authority, tells how to avoid the federal 
accumulated earnings tax. His new, 
time-saving guide explains the true 
nature of the tax, reliably indicating 
who is vulnerable, when, and why. 
Every argument raised to justify reten- 
tion of earnings is grouped and ana- 
lyzed by issue, showing how various 
justifications have withstood judicial 
examination. Decided cases are classi- 
fied by industry. Includes a helpful case 
index of all litigated decisions under 
this tax (or its predecessors). Bibliog- 
raphy. $10 


MONTGOMERY'S 
FEDERAL TAXES 


Editors: Bardes, Mahon, McCullough, 
and Richardson—CPA’s; Partners, Ly- 
brand, Ross Bros. & Montgomery. In- 
clusive handbook provides dependable, 
year-round help on practical decisions 
determining the tax liability of business 
and individual taxpayers. Many ex- 
amples clarify computing, reporting of 
regular income and capital gains, 
deductibility of expenses, alternate ac- 
counting methods, taxability of execu- 
tive compensation. Checklist of tax- 
planning opportunities at end of each 
Part. 36th Ed. 22 Parts. $15, 


SEC ACCOUNTING 


Practice and Procedure 


Louis H. Rappaport, CPA, Partner, Ly- 
brand, Ross Bros. & Montgomery. A 
manual of procedure for preparing and 
certifying financial information to be 
included in documents for SEC filing. 
Describes in detail what must be done 
in a particular filing, suggests how to 
do it, and illustrates both the problem 
and its solution with examples from 
actual cases. Contains the SEC’s views 
on financial statements, accounting 
principles, certifications, auditing—plus 
many invaluable interpretations from 
the author’s wide experience. $15 


RETAIL MERCHANDISE 
ACCOUNTING 


Hermon F. Bell, CPA, Partner, Ly- 
brand, Ross Bros. & Montgomery. This 
practical new guide adapts sound ac- 
counting theory and practice to the 
distinctive techniques, procedures, and 
problems of mercantile establishments 
of any size. Stresses merchandise con- 
trol and the Lifo method of inventory 
determination. Sets forth interrelated 
tax and accounting problems of Lifo, 
making clear its distinct tax advantages. 
Worked-out figures, formulas, tables. 
2nd Ed. 4g ills. $12 








Through bookstores or from: 





THE RONALD PRESS COMPANY 


15 East 26th St., New York 10 





542 








THE PATTERN OF FINANCIAL ASSET OWNERSHIP: 
WISCONSIN INDIVIDUALS, 1949* 


By Thomas R. Atkinson 


New evidence on investment holdings 
shows the immense importance of stock 
issues of small business firms in total equity 
capital. About 40 per cent of the value of 
stock held by individuals consists of these 
untraded issues, according to this study. 

Holdings of untraded stock are heavily 
concentrated in the top-most income groups, 
the study reveals. Furthermore, they are 
largely concentrated with investors who are 
receiving salary or wage income from the 
issuing corporation. Such persons hold 
nearly two-thirds of the total value of un- 
traded stock owned by individuals, judging 
by Wisconsin investors. 

The Atkinson study reveals that income 
patterns of investment preference are actu- 
ally at work, and that they operate broadly 
—but with some surprising exceptions—in 
the manner expected. Usually the higher a 
person’s income bracket, the greater the 
part of his savings invested in corporate 
stock, and the smaller the part invested in 
debt assets such as bonds, mortgages, and 
claims on financial institutions, the study 
shows. Of the debt holdings of high- 
income groups a larger part is invested di- 
rectly in bonds and mortgages, and a lesser 
part in time deposits in banks, shares and 
savings and loan associations, or other low- 
yielding, safe investments through finan- 
cial intermediaries. 

The greater willingness of high-income 
groups to assume investment risks shows 
up also in the ratings of traded corporate 
stocks that they hold. Yet the difference in 
average equality between the stock port- 
folios of the lowest-income group (under 
$5,000) and the highest ($50,000 and 
over) is surprisingly small—only two- 
fifths of one rating grade, for Wisconsin 
investors as of 1949. Higher-income groups 
show preferences for stocks of certain in- 


* Published hy Princeton University Press 
for the National Bureau of Economic Research, 
261 Madison Avenue, New York 16, N. Y. 
$3.75. 


dustries; lower-income groups for others, 
Stocks of trade corporations and of manu- 


facturing corporations, especially pulp and 


paper, iron and steel, and nonelectrical 
machinery are important in the high-in- 
come groups. Stocks of investment trusts, 
utility companies operating within the 
state, and AT&T are important in the low- 
income groups. 

Personal investment choices are partly 
governed by the form of business prevail- 
ing in the community, according to the 
study. In rural areas and small towns, 
where unincorporated firms are the more 
common form of business, time deposits in 
banks and debt holdings such as notes and 
mortgages are more important than in 
cities. In medium-size cities, characterized 
by small corporations, untraded stocks are 
more important than in rural areas. In Wis- 
consin’s metropolitan centers, traded cor- 
porate stocks have great importance. 

The study, which is largely based on 
material available in personal income tax 
returns, demonstrates what can be learned 
from them about investment choices. It was 
sponsored jointly by the University of Wis- 
consin and the National Bureau of Eco- 
nomic Research and was aided by a grant 
from the Carnegie Corporation of New 
York. 


ACCOUNTING FOR INTRA- 
COMPANY TRANSFERS. NACA 
Research Series No. 30.* 


Recent trends in business organization 
have been characterized by greater decen- 
tralization of management with divisions 
and other major organizational units set up 
as separate profit responsibilities. In such 
organizations, the accountant is called 
upon to report profits, not only for the 
company as a whole, but for each manage- 
rial responsibility established by the com- 
pany’s organization plan. 
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Where this volume of intracompany 
trading of goods and services is substan- 
tial, policies under which such interunit 
transfers are priced have an important in- 
fluence on profits reported by both buying 
and selling divisions. 

While individual companies have ex- 
plored this subject and have developed 
procedures to meet their needs, their ex- 
perience has not been fully reported in the 
literature on business management. 

Principal topics dealt with in the report 
are: (1) alternative pricing policies for 
intracompany transfers, (2) considerations 
underlying the choice of pricing trans- 
ferred goods and services, (3) techniques 
used in accounting for intracompany trans- 
fers. Practices of 40 leading companies 
were drawn upon in preparing the report. 

Transfer prices may be either market- 
based or cost-based prices. When profit re- 
sponsibility is decentralized, market-based 
pricing is usually chosen while centralized 
profit responsibility leads to cost-based 
pricing. 

Other objectives which also influence 
transfer pricing are the desire to appraise 
profitability of integration policy, to 
strengthen pricing policy with respect to 
end products sold to outside customers, to 
save taxes, and to comply with accepted 
standards in financial reporting. The re- 
port describes methods used by several 
companies for establishing transfer prices 
and illustrates related accounting pro- 
cedures. 


* Published by National Association of Cost 
Accountants, 505 Park Avenue, New York 22, 
N.Y. $1.00. 


GETTING THE MOST FROM 
PRODUCT RESEARCH AND 
DEVELOPMENT* 


Although the technical aspects of 
American industries’ multi-billion-dollar 
research and development programs are 
constantly explored by professional meet- 
ings and publications, the management 
aspect has not had similar attention. There 
has been a special need for information 
on management's experience in the crucial 


areas of organization and financial plan- © 


ning and control. ‘‘Getting the Most from 
Product Research and Development’’ is 
the AMA’s first major publication de- 
signed to meet this need. It includes a 
course presented at AMA’s recent con- 
ference on managing product research and 
development. Fourteen executives discuss 
Organization of the research function, 
formulation of policy, management of re- 
search personnel, the research program it- 
self, cost control, government research 
and related topics. 





* Published by the American. Management 
Association, 1550 Broadway, New York 36, 
N.Y. $3.75. 
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JUST PRINTED: -: 


APPRAISING 
THE ECONOMICS OF 
ELECTRONIC COMPUTERS 


A completely new study on the biggest question 
facing financial executives today 





Have you ever been asked: 


What should our firm be do- 
ing about computers ? 

How can we use them in our 
business ? 

How much do they cost ? 
What are binary bits ? 
Should we make a study of How do you determine equip- 
computers ? ment requirements ? 

¥ Who should make the study? = y How does a computer work ? 


How can we evaluate pos- 
sible benefits of computers ? 
How do we organize a com- 
puter team ? 
What are the areas for spe- 
cific study ? 


<<< <6 < 
Ss «| «4s 


No study—and no person—can answer these questions for you, but 
this study can give you a point of view and an approach that will be 
helpful in planning action. Send your order now! 


Badsttiote de [imate <n séia iv oso vin. spa 0 0 8 $4.00 


($3.20 to members of Controllers Institute) 
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| Controllership Foundation, Inc. | 
| Two Park Avenue, New York 16, N. Y. | 
, Send me ________ copies of “Appraising the Economics of | 
Electronic Computers’’ 
| $NAME | 
: COMPANY ) 
| ADDRESS | 
| CITY STATE | 
| Check enclosed 0 Bill me later 0 l 
fn Ba os et ree eg er ee een ee | 


NOTE: Other reports in the Foundation series on Electronics in Business are 
BUSINESS ELECTRONICS REFERENCE GUIDE (Volume 3) ............ $6.00 
A CASE STUDY IN PLANNING FOR ELECTRONICS ..............+++- $4.00 





CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
TWO PARK AVENUE - NEW YORK 16, N. Y. 


Orders from nonmembers outside Continental U. S. and Canada must be accompanied by remittance 




















“ADVANCE BOND makes 
our letters much more 
impressive’ 


Mr. Harry W. Alexander, founder 
of the Harry W. Alexander Organ- 
ization, business consultants, New 


York City. 


Surveys* show that the Jowest grade 
rag-content bond making up a letterhead 
and matching envelope costs less than a 
three-cent postage stamp. 

This microscopically tiny cost is in- 
creased by Jess than a penny when you 
give your customers the advantages of 
the highest grade rag-content letter paper 
obtainable: ADVANCE BOND, 

And you don’t increase your total cor- 
respondence costs appreciably. For paper 
is but 1% of such costs. If ADVANCE BOND 
should cost twice as much per letter as the 
lowest grade rag-content bond (and it 
doesn’t), the paper cost of your corre- 
spondence still would be negligible. 

Thus, at practically no increase in costs, 
you enhance the impressiveness, effective- 
ness and prestige of correspondence when 
you specify ADVANCE BOND. You also 
insure permanence for your letters and 
forms of a contractual character. ADVANCE 
BOND is one of the time-proven products 
of a mill which has specialized in perma- 
ment papers for 107 years. 


Your regular supplier of letterheads, 
forms, stock certificates knows ADVANCE 
BonD. He will gladly help you to 
select the precise weight for your par- 
ticular requirements. L. L. BROWN PAPER 
COMPANY, Adams, Mass. 

*Conducted by the National Stationers 
Office Equipment Association. 


and 


WRITE for FREE booklet... 


“How to Get Greater 
Service and Value from 
Your Records and Let- 
ters’, Here is a reliable 
guide to selecting the 
right paper for recording 
or correspondence. 


L.L. BROWN 


LETTER & RECORD 











PAPERS 


“SO MUCH extra value 
FOR SO LITTLE extra cost” 
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Business Faces 350 Changes in State Tax Laws 


ions today must cope with 350 im- 
portant additions or changes in tax 
laws passed by state legislatures this year, 
says Commerce Clearing House. Also, 
states CCH, in a review of the year’s legis- 
lative sessions, at least an equal number of 
shifts occurred in business license taxation. 

These measures, passed by 38 legislative 
sessions, show that changing the rules on 
state taxation has become a continuous op- 
eration, and that constant vigilance is re- 
quired if business is to prepare for the 
many demands made upon it. This year’s 
changes are more than double the number 
made in 1952 when the even-numbered 
years were referred to as “off years’ in 
state legislation, CCH says. The legisla- 
tures of more than half the states found it 
necessary to meet in one or more regular 
or special sessions during the year to keep 
pace with the emergencies arising from the 
fast-moving economy of the nation. 

Five increases in state income taxes were 
made. Pennsylvania and Maryland upped 
corporation income taxes, the District of 
Columbia raised the rate on personal in- 


| come in the higher brackets, Kentucky in- 


creased both the personal and corporate 
rates and Mississippi imposed an addi- 
tional tax on both with a few exceptions. 
The District ordered withholding of the 
tax by employers. 

Pennsylvania became the 35th state to 
levy a sales tax (imposed selectively, but 
on a wide variety of items), and imposed 
a hotel occupancy tax, according to the 
CCH report. 

Mississippi placed a sales tax on sales- 
men and South Carolina levied a use tax 


| on motor vehicles and other property 
| brought into the state for construction pur- 


poses. Rhode Island extended its tempo- 
rary sales tax rate, the Commerce Clearing 
House report continues. 

Cigaret taxes were increased in three 
states, New Jersey, Ohio and West Vir- 
ginia, the CCH report states. Massachu- 
setts extended an emergency levy. Alco- 
holic beverage taxes were increased in 
Kentucky, Louisiana, South Carolina and 
the District of Columbia. The latter im- 
posed a new tax on table wines and boosted 
the tax on beer. 

State-wide property levies were enacted 
in Colorado, Kansas, Maryland and West 
Virginia. Massachusetts imposed an excise 
on owners of farm animals and Virginia 
levied an annual tax on certain suppliers 
of forest products. Michigan increased its 
rates on state homestead, swamp and De- 
partment of Conservation lands. A few ex- 
emptions were granted here and there, and 
Massachusetts and Pennsylvania allowed 
abatements on flood-damaged property. 

Changed levies on financial institutions 
included a tax on production credit asso- 
ciations in New York, an additional tax 
on capital in Ohio and a fee increase in 
Virginia. 

Out-of-state insurance companies will 
pay a higher license tax and an additional 
privilege tax in Mississippi. Michigan en- 
acted a brand-new insurance code and 
Georgia allowed companies to deduct re- 
taliatory taxes. 

Local tax increases were authorized in 
Nevada and Pennsylvania on property and 
in Kentucky on wages and net profits. 

The CCH report notes a pattern of tax 
changes emerging from the 1955 and 1956 
sessions. This trend is expected to continue 
in 1957. 








Manufacturing. . 


EXECUTIVES 


CONTROLLER-TREASURER 


Insurance, Banking or Manufacturing experience and use of IBM. .......... $15-20,000 
; : CONTROLLER 
Extensive’ Metal ‘Babricating Expemence. «- iccecsscecco0m ccc sestcaes cece cneeste $15-20,000 
CONTROLLER 
Consumer Package Products Experiemce. 6. 0.cccsccsccceccdeccescscessececevecess $15-20,000 
DIVISIONAL CONTROLLER 
Exp. with major Automotive: Sianniactacer. occa cs < isha oo 50c coemts cvpsedes nave $15-18,000 
SYSTEMS DIRECTOR 
Industrial or Management Services background. Exp..with machine Accounting 
Practsees Mesilauie. os .cccacsconccec sewers catncutswine taeerascatesnensoweser cer eree $10-15,000 


BUDGET DIRECTOR 
. Flexible Budgets and Forecasting. ............ceceeesceces $10-15,000 


IBM MANAGERS 








Heavy machine background plus Systems Exp. Several choice openings. .... $ 8-12,000 
ACCOUNTING SPECIALISTS 
COST—SYSTEMS—BUDGETS 

Blue-chip companies providing springboard to management. .............+.06+ $ 8-10,000 





You may discuss your problems with us personally. Write in detail — or call 
James J. Burke or Frank W. Hastings — KIngsley 6-2300. 
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Underwood Sundstrand’s 10-key touch-operated 
keyboard is easy to learn, increases your operators’ 
speed and accuracy, ends eyestrain and “head- 
swing” fatigue. It’s a “natural” for posting— 


UNDERWOOD 


When it 
comes to POSTING... 
these 10 keys 
make all 


the difference 


Accounts Receivable right through to General 
Ledger. The keynote is simplicity—the simplicity 
of the new standard in keyboards—10 keys. For 
full details, call your Underwood Office, or write: 


COR PORATION 


ONE PARK AVENUE, NEW YORK 16, N. Y. 











IS YOUR PROBLEM 
RECORDS 
IDENTIFICATION? 


If so, send for FREE 
up-to-date information on 
this business headache . . . 


Record Controls, Inc. has published a 
brief factual brochure on machine index- 
ing, a solution to the problem of record 
identification for the ever-increasing vol- 
ume and complexity in your business and 
technical records. 

In the machine indexing system, the 
link between the language of the searcher 
(what he wants) and that of the records 
(what is available) is provided by terms 
chosen to separate the desired material 
from the available material. These index- 
ing terms are key words, or combinations 
of words that occur frequently in the lan- 
guage of the searcher and that of the 
document—specific subject matter can be 
identified in a matter of seconds. 

The need for machine searching sys- 
tems is becoming more and more acute. 
Send for the free folder “Machine Index- 
ing Terms” today!—no obligation. 


RECORD CONTROLS is a nation- 
ally-known skilled organization 
for developing efficient records 
systems, featuring “on the job” 
training. They do not sell sup- 
plies or equipment. 
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RECORD CONTROLS, INC. 
209 S. La Salle St., Chicago 4, Ill. 


Please send me without obligation a copy of 


your folder on machine indexing. 
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RECORD CONTROLS, INC. 


B. M. Weeks A. R. Menzies 
209 S. La Salle St. 516 Fifth Ave. 
Chicago 4, Ill. New York City 36, N. Y. 


Dr. Fred S. Cook 
P. O. 353, Palo Alto, Calif. 





Deferred Profit Sharing Today 


(Continued from page 520) 


or one plant may be losing money while 
another plant of the same company may be 
quite profitable. Piece rates and produc- 
tion bonuses are the usual management 
tool that is used for stimulating produc- 
tion, but profit sharing seems far removed 
from the technique of measuring individ- 
ual effort. The contribution of one em- 
ploye to company profit is difficult to 
measure. 

A Dutch State Commission,® composed 
of representatives of employers’ organiza- 
tions, labor unions, and public citizens, 
has recently concluded that profit sharing 
does not bring a significant stimulus to in- 
creased production. The more successful 
firm is more efficient in part because em- 
ployes helped to make it more efficient; 
however, profit sharing is a reward for 
established efficiency and is not to be 
thought of as bait for future increased pro- 
ductivity. 


EFFECT ON EMPLOYE MORALE 


Profit sharing certainly affords the op- 
portunity to develop higher morale and 
better relations with employes. It may not 
influence day-to-day production, but 
through educational techniques it is sure 
to develop a greater sense of cooperation 
and spirit. A profit-sharing program gives 
an unlimited opportunity to stimulate the 
worker’s enthusiasm (and that of his fam- 
ily) and to attract him as a member of the 
“team.” This management concept has 
been called paternalism, but some enlight- 
ened employers have achieved this ‘“‘com- 
munity of the firm” idea with a minimum 
of labor resentment. 

Paternalism, if that is the proper name 
for it, should not be condemned just be- 
cause of the name. If management is so 
serious about better employe relations that 
it is willing to share its profits, then there 
seems to be no room for cynicism, even 
though the increased employe spirit pays 
for itself. It is possible that profit sharing 
may stimulate consumption of the com- 
pany’s products, or even assist in averting 
jurisdictional disputes or strikes beyond 
the control of the company. 

Although profit sharing can stimulate 
enlightened company policy, it alone can- 
not create a “community of the firm’’ feel- 
ing. It may be one of the tools that good 
management is using, although bad man- 
agement, no matter what tools it uses, can- 
not succeed. It is paramount that man- 
agement take the initiative and present a 
positive approach to labor. Unions are 
pushing for increased pensions, unemploy- 


° A report by a Dutch Commission instituted 
by the Netherlands Minister for Social Affairs, 
Profit Sharing (1952). 





ment funds, greater vesting provisions jin 
pensions, vacation pay, and bonuses. Profit 
sharing is a partial answer to unemploy. 
ment benefits because the trust funds can 
be used as severance pay in case of unem. 
ployment. Profit sharing can develop a 
greater family spirit so that it is easier to 
solve problems of unemployment by set- 
ting up more flexible work schedules and 
facilitating job reclassifications. 

Deferred profit sharing forces saving, 
but employes under 40 years of age do not 
like to save and are not retirement con- 
scious. This causes a great deal of diffi. 
culty especially when employes must make 
contributions. There is abundant evidence 
to support this. Workers testify to the tre. 
mendous pressure brought to bear on them 
in the first five or ten years of participa- 
tion in the plans. They stated, in one com- 
pany, that even though their plan was sup- 
posed to be voluntary, they are, in effect, 
told that they lose all chance of promotion 
if they leave the plan. 

Companies must continually sell con- 
tributory profit sharing because qualified 
plans must have very high participation in 
order to avoid discrimination. One com- 
pany consulted had 8 per cent drop-outs 
in the year that vesting rights equalled 15 
per cent of the company’s contributions. 
It is also to be remembered that in supple- 
mentary contributory pension plans it is 
not uncommon to have only one-third of 
the permanent working force participat- 
ing. 

There are many reasons why employe 
contributions or savings are desirable. Em- 
ployers are eager, of course, to build up 
the fund quickly in order to make it mean- 
ingful to the worker. The employe is more 
likely to understand the cost and is less 
willing, perhaps, to ask for more. In gen- 
eral, however, noncontributory plans are 
to be preferred because they pose fewer 
difficulties. With a contributory plan, the 
employer may seem to be dictating to the 
employe that he must save when he doesn't 
want to. Yet it is true that our alarming 
rise in consumer debt demonstrates that 
people are in effect borrowing their equity 
in trust funds. One young laborer told us 
that he thought the savings fund was 4 
good thing for him because it forced him 
to save. On further questioning, he ad- 
mitted that he was buying more on time 
than he was saving. Granted that this is 
true, one executive testified, profit sharing 
helps the worker to do what he wants to 
do—to save. 

Nevertheless, what ethical right does 
management have to dictate or place 4 
premium on saving? Employes have the 
right to decide how their remuneration 
will be utilized. Both union and manage- 
ment leadership testify that if profit shat- 
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ing cuts into basic remuneration then labor 
has the right to be involved in determining 
industry's managerial policies, just as it 
has in determining the conditions which 
affect wages such as speed of machines and 
accident prevention. The obvious answer 





sin to this problem is, that while management 
ofit may or may not have the right to dictate a 
oy. level of employe saving, #t has the duty 
nen to see that the employes of its company 
> have something at retirement. 
pa Dissatisfaction results in some plans 
* to when the vesting schedule does not permit 
act early withdrawal of funds. For example, 
ind one company had a basic pension plan plus 
a contributory profit-sharing plan in which 
ng, the employe contributed 5 per cent of 
si wages to the fund and the employer added 
- approximately 5 per cent. To an employe 
fh. earning $4,000, this 10 per cent or $400 
ke is a fairly large sum. He sees this as the 
ace purchase price of a refrigerator or as a 
en down-payment on a car or home. The 
ig younger employes experience restlessness 
a or even ill feeling because of this. How- 
z ever, after the initial period of unrest, em- 
: ployes are usually thankful for the fund, 
- especially if there are liberal loan provi- 
sions. 
n- The gist of this whole issue of employe 
ed relations is education. Business must take 
in the responsibility of properly informing 
n- people about profits and how they work, 
Its explaining that profits are not really a so- 
5 cial menace, that work is accomplished by 
S. profits, that profits affect the national 
e- economy. Profit sharing so administered 
is should provide a firmer basis for a better 
of understanding of what the company does 
t- and of the vicissitudes of the whole indus- 
trial process. It is an easy way to educate 
ye the people to profits, for profit hry ne 
n- lows employe participation, without whic 
" retion is ineete SHOULD WE CARRY? 
1 (Continued on page 549) 
r This understandable, practical booklet reveals a new, tested formula 





which scientifically establishes the minimum amount of employee bond 


: Book Value protection required by any type of business! It was prepared by the 


Surety Association of America with the cooperation of the American 


or ; : 
e Institute of Accountants. 
Sound Value? 


; Based on an exhaustive ten-year survey of employee dishonesty in 

, ARE YOU all lines of business, this booklet shows you, through a table of actual 

t * Buying or selling complete physical plant losses, the dangers of under-insurance! 

y assets? To learn how this authoritative new booklet can eliminate the guess- 

: oe epiedete giant Salgen the work when it comes to employee dishonesty protection, ask our agent 

} Sinabiinn tale ennket valet for a free copy of “How Mucu Honesty Insurance?” If you don’t 

know his name, just write our Agency Department and we’ll ask him 

* * * * J fe) / 

a nl oe oe ne ae to furnish a copy without obligation. 

ings, machinery and other plant facilities ; ; ‘ ? 

: set up by accounts, may be the answer to Safeguarding American Business for over 70 Years 
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your problem. 
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_ LUCKIEST GIRL IN THE OFFICE 1S THE ONE 






Comptograph is the new all-electric office wonder that 
adds, subtracts, multiplies, even divides at 202 printings 
a minute. A scientifically improved machine that is 
quiet, compact, easy to use, with a human-engineered 
keyboard for quick, tireless operation. Has exclusive 


Products by COMPTOMETER 


COMPTOGRAPH® *« COMPTOMETERS 


Le 


ASTEST 10-KEY CALCULATOR... 


acacia cmt ts 





























Vis1-BALANCE WINDOW that automatically shows debit 
and credit totals at all times. Five fast new models 
insure constant speed with faultless accuracy. For a 
demonstration on your work, write us or look in the 
Yellow Pages for the Comptometer Products salesman. 


FELT & TARRANT MFG. CO. 
1734 North Paulina St., Chicago 22, Il. 


DICTATION MACHINE 
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Deferred Profit Sharing Today 


(Continued from page 547) 


TAX ADVANTAGES AND BENEFITS 
One of the factors which mitigates the 
charge of paternalism is the sizeable tax 
benefits which come from profit-sharing 
trusts. The tax advantage derived over a 
25-year period from allocating 5 per cent 
of wages to a profit-sharing trust instead 
of distributing them currently to employes 
is shown in the accompanying chart. It can 
be seen from the ratio scale that tax bene- 








Accumulation 
of Trust 7. 


Tax 
Benefits / 











i.) 10 16 20 


Annual remuneration in thousands of dollars 


TAX BENEFITS OF PROFIT SHARING 


The savings accumulation is based on 5% of 
remuneration for 25 years invested at 5%. The 
federal income tax savings on earnings on trust 
income and on the 5% annual contribution are 
based on 1955 rates, a joint return, and three 
exemptions. Appreciation on stock values is not 
considered. It is assumed that the annuity option 
will be chosen on retirement so that relatively little 
or no tax will be incurred. 


fits augment dollar accumulations by 40 to 
50 per cent for annual salaries between 
$4,000 and $10,000. The percentage be- 
comes greater for higher income as tax 
rates increase. 

Companies have introduced plans be- 
cause of this tax-saving advantage, espe- 
cially those that are exclusively for salaried 
personnel. One employer stated that the 
whole plan was just a method of reducing 
taxes when he was asked why he had in- 
troduced profit sharing. It is true that 
these advantages are more beneficial to 
higher-paid personnel and are of less value 
to a lower-paid employe with three or 
four exemptions. However, other benefits 
accrue to the lower-paid employe, such as 
the investment counsel and diversification 
from the trust that would otherwise result 
in excessive cost. Although deferred com- 
pensation and stock option plans are avail- 
able, they are reserved for only the top key 
executives. However, top executives some- 
times do not participate in profit sharing 
to the same extent as the hourly employes. 

Does the income tax law create an ar- 
tificial stimulus to profit sharing beyond 
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the needs of retirement or at the expense 


of consumption? Evidently the Govern- 
ment thinks that profit sharing is a worth- 
while cause; otherwise it would not allow 
favorable tax treatment for profit-sharing 
plans. Wide adoption of such plans would 
relieve the Federal Government of much 
social assistance and would provide a tre- 
mendous source of investment funds. Of 
course, to the extent that retained earnings 
used for expansion are reduced by a genu- 
ine profit-sharing plan or that consump- 
tion is reduced by a plan that is not genu- 
ine, with funds being used to bid up exist- 
ing asset and stock values, a reduction in 
employment-generating income will fol- 
low. In 1954, however, less than 20 per 
cent of the assets of corporate retirement 
funds were in common stock and over 
half of the assets were in corporate bonds. 


CONCLUSION 

Profit sharing assists management in 
solving the tremendous job of communi- 
cating with its employes. It provides one 
of the best methods of educating workers 
because it creates self-interest. Profit shar- 
ing provides management with a method 
by which it can compensate its employes 
so they receive greatest benefit under the 
federal income tax law because tax pay- 
ments, current and future, will be held 
to a minimum. If a plan represents a 
genuine concern for employe welfare by 
top management, it might well create a 
“community of the firm” spirit among 
employes by assisting them in accumulat- 
ing greater savings and greater resources 
for the emergencies of life as well as for 
retirement. 

It is always possible that a plan might 
become an issue at the bargaining table. 
Strong unions may attempt to eliminate 
employe contributions or have the com- 
pany contribute a larger share of profits 
or guarantee future contributions regard- 
less of profits. That is why a plan must 
represent the most genuine and sincere 
feeling of top management. 

The demand and need for pension plans 
since 1946 has brought about a great in- 
crease in the number of profit-sharing plans 
mainly because these plans make possible 
a greater use of common stocks at a more 
flexible means of financing employer con- 
tributions. Good management might very 
well find that profit sharing could, if ap- 
propriate conditions exist, satisfy both the 
company and its employes. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 


BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA NEW YORK, N. Y. CHICAGO 
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World-famous 
COMPTOMETER® 






idan 


SPEED 
WITH FLOATING TOUCH 
for quick and easy operation 





ACCURACY 
WITH 3-WAY CONTROL 
through sight, sound, touch 











QUICK ANSWERS 
WITH DIRECT ACTION 
for faster figure work 


¢ For a demonstration of this high- 
speed adding-calculating machine on 
your own work call the Comptometer- 
Comptograph representative. 


Products by 
COMPTOMETER 


Comptograph® - Comptometer® - Dictation Machine 


FELT & TARRANT MFG. CO. 
1734 North Paulina St., Chicago 22, Ill. 











Machine Control of Records (Continued from page 515) 


ACCOUNTS PAYABLE 

The machine systems have included 
our accounts payable procedures. Under 
this procedure, each payable account is 
assigned a Remittance Advice number. In- 
voices are sorted into two groups: one 
for ‘“‘at once” bills and the second for 
routine payables. “At once” bills are 
paid immediately, with the check and 
disbursement journal prepared in one 
operation, and expense ledgers are 
posted later. A three-part Remittance Ad- 
vice is typed up with the original going 
to the customer with the check, the 
second being filed by vendor name, and 
the third filed by remittance number. 


Routine payables are forwarded to the 
Sensimatic operator who credits the ac- 
counts payable ledgers, charges the ex- 
pense to the proper distribution account, 
and prepares the purchase register in one 
operation. Here again, automatic ma- 
chine balancing and proving simplifies 
the posting of this information. Checks 
are written on due dates, and A/P 
ledgers are charged in the same opera- 
tion. The same remittance advice pro- 
cedure used for “at once” bills is fol- 
lowed. 

The posting of expense ledger cards 
provides us with an expense distribution 
automatically by product line. Because 





How to EXPLORE 
PUNCHED-CARD 


METHODS 


Without Capital Investment 





If you are seriously thinking 
about installing punched-card 
equipment to get the speed and 
economy of automatic methods 
in your office, here’s a way to 
save time, trouble and money. 

Before you make any major 
investment, let STATISTICAL help 
you “‘guinea-pig’’ the proposed 
operations. Working with a 
“pilot”? set-up of your contem- 
plated installation, we can 
quickly help you arrive at the 
most practical answer for your 
needs. A preliminary exploration 
can serve to (1) confirm your 


sic 
STATISTICAL TABULATING CORPORATION 


Established 1933 * Michael R. Notaro, President 





NEW YORK 
80 Broad St. 
WHitehall 3-8383 


CHICAGO 
53 W. Jackson Blvd. 
HArrison 7-4500 
NEWARK 
Nat’l-Newark Bldg. 
MaArket 3-7636 
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411 N. Tenth St. 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 





initial thinking so you can pro- 
ceed with the installation; (2) 
prove that the work can be han- 
dled more economically through 
STATISTICAL; or (3) show that 
the job should be done manually. 

Remember, it’s easier and 
cheaper to discontinue an out- 
side service than to scrap your 
own installation. 

That’s why it’s a sound invest- 
ment to talk it over with sTATIS- 
TICAL and get a factual appraisal 
of anticipated costs. Just phone 
our nearest office. 





ST. LOUIS 
TABULATING 
fog Wed U1 Wall, ic) 
ae 411 ic) 


MAin 1-7777 


TEMPORARY 
fe} da led 3 
PERSONNEL 





total debits must equal total credits, and 
the total distribution must equal the 
total charge for each item, we have a 
double proof of our posting operation, 

A profit-and-loss statement prepared 
at the end of the month details sales and 
costs by four product lines:  insecti- 
cides, cleaners, private-label moth-proof- 
ing products, and private-label cleaners, 


INVENTORY CONTROL 


On consigned inventory, we maintain 
ledger cards for the units of each type of 
product package held in each warehouse, 
As releases of merchandise are made and 
invoices prepared, a copy of the invoice 
is forwarded to the operator of the Bur- 
roughs Typewriter accounting machine 
who posts the inventory records directly 
from these invoices. The invoices origi- 
nally consigning the merchandise to the 
warehouse are posted at the time of ship- 
ment from the factory. From these 
ledgers, we prepare the monthly report 
of consigned inventory. Physical inven- 
tories are taken in each warehouse 
monthly, and these reports are sent to 
our office with a report of the month’s 
transactions for that warehouse to be 
verified with our ledger cards. 

On factory inventory control, we keep 
balances on usage, materials on hand, 
and on order. Purchase orders, receiving, 
production, and shipping reports which 
indicate movements of raw materials and 
stock of finished products serve as source 
records for posting to the inventory con- 
trol cards. These cards carry information 
on each supplier and the history of the 
price of the materials. Usage informa- 
tion is accumulated through daily post- 
ings, providing us with a total usage for 
the month. As a by-product of daily 
postings, a journal tape showing the 
comparison of the ‘‘on hand” to the 
minimum requirements is prepared and 
forwarded to the purchasing director 
for daily review. 

Under manual methods, such postings 
alone demanded four hours a day. Now 
the job is done within an hour on the 
Sensimatic. 


GENERAL LEDGER 


At the end of the month, we sum- 
marize the daily cash disbursements, cash 
receipts, and sales journals to obtain the 
figures to post to the general ledger. The 
expense distribution ledgers are then 
summarized for the month, and the year- 
to-date figures are derived and printed 
automatically by machine. 

Thus, since 1948 with the help of two 
accounting machines, we have been able 
to keep pace with a sizeable increase in 
business without a similar increasing of 
our clerical staff. We arp also able to 
obtain more up-to-date‘ and detailed 
figures so necessary to management in 
appraising our present business, and 
planning for future operational trends. 
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DATA pra Pea = 
PROCESSING 
A Factual Analysis 






Here's a book that will reward you. It tells you what Inte- 
grated Data Processing is, how simply it can be applied to 
your business, how little it will cost you, how to start and 
where to start your program. 

It tells you how DITTO gives you Integrated Data Proc- 
essing in its simplest and most inexpensive form. Regard- 
less of whether you are concerned with processing of 


PRODUCTION 
Hardware manufac- 
turer saves $24,000 
a year 


*How DITTO 


| 

: ORDER-INVOICE 

Rubber Goods 

I. D. P. ; manufacturer saves 
I 


$27,000 a year 


saves money: 


starts with this FREE book 


data within a single department, between departments, 
or throughout the branches and plants of a nation-wide 
organization, this book is a guide to money saving and 
increased efficiency for you. 

Below are representative examples of companies like your 
own which are already enjoying the benefits of DITTO Inte- 
grated Data Processing: 
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DITTO 


2K Send for complete case histories telling how these savings are made. 

Take the First Step to Automation in Your Office—MAIL COUPON TODAY. 
DITTO, Incorporated,6868 N. McCormick Rd., Chicago 45, III. 

DITTO, of Canada Ltd., Toronto, Ontario 

DITTO, (Britain) Ltd., 126/128 New Kings Road, Fulham, London, S.W. 6 England 
At no cost or obligation, please send us: 

















DC Integrated Data Processing Brochure 
O Case histories and information on how you can save us money, time and 
effort with DITTO |. D. P. for: 
O Order-Billing O Production O Purchase-Receiving 
O Payroll O Inventory O Other 
Name, Position 
Company 
Address 
City. County. State. 
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Operations Research 


Included as part of Controllership 
Foundation’s newest study, “Appraising 
the Economics of Electronic Computers,” 
is a section dealing with Operations Re- 
search in business. Noting that the emer- 
gence of OR since World War II can be 
related at least partially to the parallel 
development of the electronic computer, 
the Foundation study gives examples of 
OR problems which can be solved by elec- 
tronic computers. 

One typical problem requires stratified 
sampling to determine the share of rev- 
enue due a terminating railroad from daily 
groups of waybills covering interline LCL 
shipments which originate on another rail- 
road. If both railroads accept the basis of 
settlement, each will realize significant 
clerical cost reduction. 

Another problem, involving linear pro- 
gramming, is the recurrent one of mini- 
mizing freight costs in shipping from fac- 
tories to warehouses. The example com- 
ares a “feasible solution,’ which could 
* derived manually with the ‘optimum 
solution” produced by the computer. 


Corporate Aircraft 


U. S. business firms reportedly now own 
and operate more than 20,000 aircraft for 
business use, of which more than 2,000 
are multi-engine planes. 


Corporate Dividends 


Cash dividends paid by corporations 
during the first eight months of this 
year were 15% above the 1955 level. The 
Department of Commerce said corpora- 
tions issuing public reports paid dividends, 
in the first eight months, of $6.4 billion 
compared with $5.6 billion for the similar 
period a year earlier. The report showed 
that dividends were up for nearly every in- 
dustry group, with automobiles and non- 
ferrous metals showing the biggest gains. 
Advances of ten to twenty per cent were 
shown by most other manufacturing 


groups. 


Dress Union to Lend $20 Million 
on Homes 


The International Ladies Garment 
Workers Union has signed a contract with 
the Chase Manhattan Bank authorizing 


olen 


the investment of $20 million of pension, 
welfare and general union funds in Vet- 
erans Administration mortgage loans. The 
union’s president, David Dubinsky, says 
the first allocation will probably be in- 
creased to $25 million with additional in- 
vestments to be made in government- 
insured veterans loans at the rate of $5 
million a year. 


This Electronic World 


Standard-Vacuum Oil Company, in its 
new offices in White Plains, New York, is 
using a Phon Audograph telephone dicta- 
tion system. The 245 remote stations in 
the system are connected to a bank of 24 
central recorders via a special switchboard. 
When a disc on a recorder is completed 
it is placed on one of 22 Audograph secre- 
tarial machines in the transcription center. 





The recording machines, and typists, are 
divided into four general classifications, 
according: to the type of language or ter- 
minology used: 1) engineering, 2) ac- 
counting, 3) general services, and 4) 
marketing and sales. 

A pneumatic tube system, with 20 sta- 
tions and a dial system, is used with the 
dictation system. When an executive has 
finished dictating he can put the accom- 
panying file in a container and dial the 
proper destination so that the girl in the 
transcription center has the complete file 
with her when she types the letter. 
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Miscellaneous uses of electronic calculg. 
tors, recently reported, include the follow. 
ing: 

1. An IBM 704 can play checkers. A 
research advisor for IBM says he has pro. 
grammed information about the rules and 
strategy of checkers so that the particular 
704 can play quite an acceptable game and 
can look forward for four moves. The ma- 
chine will also sacrifice two pieces in a row 
in order to make a triple jump. 

2. An IBM 701 is used by the Govern. 
ment for weather forecasting. It is claimed 
to be able to make an accurate 24-hour 
forecast of winds and pressure covering a 
third of the Northern Hemisphere. To do 
this, some 400 observations of wind and 
pressure are fed into the machine. 

3. Composing music. An Illiac at the 
University of Illinois has been pro. 
grammed to compose music. The problem 
was to restate music values in the terms of 
mathematics and put the rules of counter- 
point into language which the computer 
could handle. The end product was a 17- 
minute composition called the “Iliac 
Suite.” 

4, Baseball betting. Professional gam. 
blers have used the computer to digest 
some ten to fifteen pieces of information 
on 12,000 major league games a season 
for “six or seven years.”” The gamblers 
are reported to have accepted the advice 
of the electronic computer on how to gam- 
ble on baseball games—and they claim to 
have won. 


Parke-Davis & Company plans to install 
a Univac in its central headquarters at De- 
troit, Mich., to collate and process data of 
various types from all Parke-Davis 
branches. 


In Paris an electronic computer is te- 
ported to be serving as a ‘“‘law mill.” Fed 
legal data, the brain gives digested opin- 
ions on the problems presented. 


Automation at Work 


An IBM machine is being used in the 
field of scholarly research and compilation 
in Milan, Italy. The writings of St. 
Thomas Aquinas have been reduced to 
coded cards and magnetic tape so that the 
entire works can be indexed into six re- 
lated concordances by early 1959. Five of 
the Dead Sea Scrolls are to get the same 
treatment. 

The indexing work on St. Thomas will 
have taken five years of effort by ten men 
and data-processing machines, compared 
to 40 years of labor by 50 scholars un- 
der conventional means. The text, with 
scholarly notations as to meaning, is 
punched into the machine so that the re- 
sultant text cards, each of which gives 4 
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sentence or fragment of one, also give the 
location in the book. 

The machine then takes each part and 

roduces the word cards—one word to a 
card, together with its location in the book 
and a context of the work printed on the 
back of the card. From these the machine 

repares form cards, which give the vari- 
ous forms the work may take. 

Entry cards are then prepared by a 
scholar from the word cards. Each card is 
examined front and back, and each word 
with its meaning and location is trans- 
lated into code numbers on the entry card. 
Cards are then ready for the machines, 
which transcribe the information onto 
tape for ease and rapidity of handling. 


Missouri Pacific Railroad Company 
plans to build an $11.5 million “push but- 
ton” freight yard in Kansas City, Missouri. 
The yard will be of “double hump” con- 
struction, with 40 classification tracks slop- 
ing downward to the east of a central 
“hump” and 32 to the west. Cars will be 
slowed by electric retarders and weighed 
by automatic track scales. The yard will 
also feature the latest in electronic equip- 
ment and will use radio communication. 


Christmas Gifts 

American business executives are drop- 
ping some 120 million prospects, em- 
ployes and friends from their business gift 
list this year at a saving of $9 million, ac- 
cording to the National Premium Re- 
search Institute. 


Executive Salaries 

A survey of salaries of top executives 
taken among 900 of the nation’s corpora- 
tions by the National Industrial Confer- 
ence Board indicates that in 1955 the top 
oficial of the average company received 
$87,000. The paychecks, however, varied 
widely among industries and often with 
the size of the company. Eight rubber 
companies paid their top officers an av- 
erage of $150,000 while, at the other end, 
seven construction concerns paid an av- 
erage of $56,000 to the top man. Pri- 
mary metals, communications, petroleum 
services and the tobacco industries were 
high payers while the furniture, utilities, 
transportation, finance and insurance in- 
dustries were on the low side. 


Consumer Debt 


Outstanding consumer credit was at a 
record level of more than $37 billion in 
July 1956. This included $29 billion owed 
on automobiles, other consumer items, per- 
sonal loans and home modernization and 
tepair loans. The July total was about $4 
billion above that of a year earlier. The 
Federal Reserve Board said about half this 
increase stemmed from last year’s record 
auto buying. 
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THE SEARCH FOR BRAINS 
IN 1960 will be easier if you 
do something about it NOW... 


Is your firm telling high school seniors and college students about 
the broad area of accounting careers today to insure having adequately 
trained accounting personnel tomorrow? 


The National Committee on Education of Controllers Institute of 
America has prepared this three-color 16-page booklet to help you 
inform today’s students of the many career opportunities that stem 
from academic training in accounting. 


The result of two years’ work and constant consultation with leading 
educators, this booklet answers the questions most often asked by 
students who are undecided upon a career. The Committee has already 
sent sample copies to colleges, secondary schools and guidance 
counsellors throughout the country. 


DESIGNED FOR DISTRIBUTION 
by corporations to high school 


graduates and college under- 





graduates in their recruiting 


P siness 
up in bus 





moving 


areas, this “careers” booklet is 
aimed at attracting students to 
accounting and providing you 


with future accounting person- 


25¢ per copy nel, and potential executives. 


YOU CAN PLACE YOUR OWN IMPRINT ON THE BOOKLET IF YOU WISH 
TO IDENTIFY YOUR COMPANY’S INTEREST IN YOUR COMMUNITY 


_ Place Your Order Now! — 


Controllers Institute of America CN56 | 
Two Park Avenue, New York 16, N. Y. | 
dena me ........ copies of “Moving Up in Business—A Look at Managerial 
Accounting” at 25¢ per copy postpaid (Check enclosed ) (Bill melater ) | 
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@ On printed forms 
@ On binders to house them 


@ On accounting systems to re- 
duce posting time 


How you save 


e By ordering a year’s needs of 
forms and binders 


e At LOW Cesco rates for quan- 
tity purchases 


e For deferred delivery and 
billing 


What you save on is important. We have 
been making loose leaf equipment for 56 years. 
We keep our customers, because we build 
"mileage" into binders and accurate detail into 
forms. 

You save through the economy of purchasing 
your entire needs of custom printed forms and 
binders direct from Cesco for economical pro- 
duction on an annual basis. 

The forms and binders you buy on an annual 
basis can be shipped monthly, quarterly—or 
on any basis that suits your convenience. Bill- 
ing can also be scheduled on an equitable basis 
that suits your budget. 


Liberal Discounts on Current Needs 

We'd like to supply the stock forms and the 
binders you use in smaller quantities—post, 
prong, ring—and you can buy them at /iberal 
discounts. Ask for catalogs and our discounts. 


Multi-Rite Write Once Systems 


Payrolls, accounts receivable and payable are 
posted with one writing. You save up to two- 


thirds of the time now spent on needless writing. 


Get all the facts—ask for Catalog A! 





Write for Information to 


The C. E. SHEPPARD Co. 


Established 1900 
44-19 2Ist St., Long Island City I, N. Y. 























NEW CONNECTIONS ... 

John W. Clark is now vice president of 
Gulf Life Insurance Company, Jackson- 
ville, Fla... . Allen M. Harrelson has 
been named vice president and treasurer 
of H. K. Porter Company, Inc., Pitts- 
burgh, Pa. . . . James A. Marohn was 
elected vice president-finance of Fairchild 
Camera and Instrument Corporation, Syos- 
set, N. Y. . . . Stanley R. Andersen was 
appointed controller of George L. Nan- 
kervis Company, Detroit, Mich. . . . The 
appointment of Franklin F. Bruder as vice 
president and treasurer of City Stores 
Company, Philadelphia, Pa., was an- 
nounced recently. 


PROMOTIONS .. . 

S. G. Bazzill is now treasurer of Salt 
River Project Agricultural Improvement & 
Power District, Phoenix, Ariz. . . . Her- 
bert H. Blevins is executive director of Ad- 
ministration of Merck Sharp & Dohme 
Research Laboratories, a division of Merck 
& Co., Rahway, N. J... . John E. Cowles 
was elected treasurer of the St. Regis Paper 
Company, New York. . . . William G. 
Gisel was elected secretary-treasurer of 
Bell Aircraft Corporation, Buffalo, N. Y. 

Jacques A. Dufresne is controller of 
Convair-Astronautics in San Diego, Calif. 
. . . Arthur E. Hamm was elected treas- 
urer and clerk of Union Twist Drill Com- 
pany, Athol, Mass. . . . Douglas F. Hamp- 
son is now treasurer of George Muse 
Clothing Company, Atlanta, Ga... .L. S. 
Larson has been made treasurer of the 
Standard Products Company, Cleveland, 
Ohio. . . . D. H. Lyall was elected treas- 
urer of Air Reduction Company, Inc., 
New York. . . . Paul C. Major was ap- 
pointed director, Organization Planning, 
of the Bessemer and Lake Erie Railroad 
Company, Pittsburgh, Pa. 

Leonard C. Mallet recently became gen- 





MR. ANDERSEN 








MR. COWLES 


eral manager of Pratt & Whitney Aircraft 
Division of United Aircraft Corp., East 
Hartford, Conn. ... $. C. Trimble is 
now executive vice president of Emulsol 
Chemical Corporation, Chicago, Ill. . . , 
D. Nevin Smith is vice president of the 
Electric Storage Battery Company, Cleve. 
land, Ohio. . . . William S$. Thomas is 
vice president of Byron Jackson Pumps, 
Inc., Los Angeles, Calif. 

_C. R. Fay has been elected vice president 
in charge of Pittsburgh Plate Glass Com. 
pany’s Paint and Brush Division; he js 
also a director of the company and has 
served as vice president and controller. 
Mr. Fay is a past national president and 
board chairman of Controllers Institute 
and is currently a director at large; he is 
a trustee of Controllership Foundation, te- 
search arm of Controllers Institute. .. . 
L. Stanton Williams, formerly assistant 
controller, has been elected controller of 
Pittsburgh Plate Glass Company and Co- 
lumbia-Southern Chemical Corporation, a 
wholly owned subsidiary. 


ADDITIONAL DUTIES FOR... 

Clarence F. Rees, who has become vice 
president and treasurer of Griffith Com- 
pany, Los Angeles, Calif. . . . Arthur 
Hanson, controller and assistant secretary 
of Union Carbon Co., Charleston, W. Va., 
who has been named to the newly created 
position of secretary to the company’s ex- 
ecutive committee. 


NEW DIRECTORS ... 

C. Eugene Rowe, secretary & treasurer 
of Dan River Mills, Inc., Danville, Va., of 
Woodside Mills, Inc. . . . Vincent W. T. 
Scully, vice president and general manager 
of the Steel Company of Canada Ltd, 
Hamilton, Ontario, Canada, of his com- 
pany. . . . Harold §. Kuhns, executive 
vice’ president and controller of the Ha- 





MR. FAY 


THE CONTROLLER * NOVEMBER, 1956 
























Mr. M. S. DELAVAN, Controller 
Alexander Smith, Inc., Carpets & Rugs 
Greenville, Mississippi 


Alexander Smith salesmen like Traveletter System 


Traveletter 


... the better system for 
handling travel expenses, 


Descriptive Brochure on Request 


g4- 1 am glad to report that it seems to 

1045 : e 

- “< be working very well. We have been 
able to establish the controls on a 


mechanized basis by use of the I. B. M. equipment 
which we have and obtain a monthly distribution 
of all our traveling expenses, reductions in travel 
advances, leased car rentals and reimbursable 
maintenance expense on the leased cars. 

“In addition, we have a weekly report showing the 
status of each man’s account as to whether or not 
his drafts are ahead of or behind his expense reports. 
“I believe that our men are happy with the ar- 
rangement and I know that we can save sufficient 
personnel to at least break even if not save money 
on the entire deal. 

“I thought that you might be interested in these 
comments and what we are doing with the 
Traveletter System in our own particular case.” 
The Traveletter System reduces cash advances, 
saves accounting time, prevents lost time and lost 
orders, builds morale of salesmen. 

Used by companies employing from 1 to 1,000 
travelers, including United Aircraft Corporation, 
American ‘Cyanamid Co., Western Electric Co., 
and many others. 


TRAVELETTER CORPORATION ° GREENWICH 2, CONNECTICUT 








* OPPORTUNITIES « 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 





RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





ASSISTANT CONTROLLER 
SYSTEMS AND METHODS MANAGER 
Costs, budgets, financial and cost accounting 
management planning and control, cost re- 
duction programs. Age 38, University gradu- 
ate, 15 years’ diversified experience in costs 

and systems and methods. Box 2237. 


CONTROLLER 
ASSISTANT TREASURER 

Present controller of multiplant operations 
desires position with progressive company. 
Heavy background: management controls, 
systems, procedures, industrial and cost ac- 
counting, budgets, taxes, government con- 
tracts. Will relocate. BBA degree, married, 
age 40. Box 2238. 


CPA 


desires a position that can utilize adminis- 
trative and industrial cost “know-how.” Ex- 
tensive experience on a supervisory level in 
cost accounting systems, IBM _ procedures, 
armed services procurement regulations and 
negotiations. Age 36. Box 2240. 


EXECUTIVE ACCOUNTANT 
BBA degree, CPA, will relocate. Eight years’ 
diversified public and private accounting ex- 
perience: overhead analyses, budgets, systems 
and procedures, cost accounting, taxes, report 
writing. Desires responsible position with op- 
portunity and future. Box 2242. 


CONTROLLER-TREASURER 


Vast experience key position nationally rec- 
ognized firm noted for development of key 
personnel. All phases financial management 
including policy formation, cost, and general 
accounting, budgets, electronic accounting 
procedures, corporate structures, etc. Wishes 
to change from seasonable to stable product. 
Age 52, top references, will relocate—prefer- 
ably in the Southeast. Box 2243. 


CONTROLLER 

American, married, working in Caracas, avail- 
able shortly. Proven administrator. Heavy ex- 
perience all functions—accounting, finance, con- 
trol areas—in multiplant industrial, commer- 
cial, public utility fields. Knowledge Spanish 
and Latin American operating conditions. 
Would relocate. Electronic data processing. 
Member CIA. University education, advanced 
studies. Box 2245. 


CONTROLLER 

Top education and long experience all phases 
of modern controllership—organization, per- 
sonnel, accounting, audits, costs, budgets, sys- 
tems, manuals, insurance, taxes, etc. Member 
Controllers Institute. IBM experience. Seeks 
opportunity with growing organization desiring 
modern control administration. Box 2246. 
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loid Co., Rochester, N. Y., of the Central 
Trust Company of the same city... . 
Richard E. Vogt, president of Kirby, 
Cogeshall-Steinau Co., Inc., of General 
Merchandise Co., both Milwaukee, Wis. 


HONORS TO... 

The National Headquarters of Control- 
lers Institute, which was visited by Frank J. 
Carr, first president (1931-33), in con- 
nection with the 25th Anniversary Na- 
tional Conference. In the photo above, he 
is being greeted by Paul Haase, the In- 
stitute’s managing director and Camilla 
Christian, who has served on the Insti- 
tute’s staff since its organization... . 
Theodore Herz, partner, Price Waterhouse 
& Company, Washington, D. C., who has 
been appointed by the Senate Banking and 
Currency Committee to a 27-man Advisory 
Committee for the study of federal laws 
governing financial institutions and credit. 
Mr. Herz served as staff director of the 
First Hoover Commission Task Force on 
Lending Agencies. 

Walter F. Meister, controller and assist- 
ant treasurer of the American Museum of 
Natural History, who celebrated his 40th 
anniversary with the institution. . . . Merle 
V. Stone, vice president and comptroller, 
the American National Bank of St. Paul, 
Minnesota, who was elected to the Board 
of Directors of the National Association 
of Bank Auditors and Comptrollers at the 
NABAC Convention in Washington, D.C. 


SPEAKERS ... 

During the 25th Annual National Con- 
ference of Controllers Institute, 56 of the 
85 speakers were members of the Institute. 
The Topical Conferences, sponsored by 
the Technical Committees of the New 
York City Control, had a total of 42 speak- 
ers and panel members, of which 41 were 
Institute members. During the entire con- 
ference, 142 men were on the platforms 
as speakers, panel members and modera- 
tors, presiding officers and meeting chair- 
men. Of this total, 113 were Institute 
members. All planning and work on the 
conference was done by 74 men who were 
members of 13 different committees. 


Peter Guy Evans, comptroller and treas. 
urer, Free Sewing Machine Co., Beverly 
Hills, Calif., chairmanned the session on 
‘The Revenue Code of 1954—Two Years 
Later” at the recent Annual Conference 
of Tax Executive’s Institute in Los An- 
geles. Mr. Evans lectures on taxation at 
the University of California at Los An- 
geles. . . . A. J. Blasco, president, Inter. 
state Securities Co., Kansas City, Mo., is 
chairman of the Executive Committee and 
vice president of the American Finance 
Conference. He recently participated in a 
press conference on the outlook for the 
automotive industry in 1957, together with 
other leaders of sales finance companies, 
. . . Harry O. Humbert, controller, the 
Johns Hopkins Hospital, Baltimore, Mary- 
land, presented an address on “What the 
Accountant Expects of Administration” 
before the Rochester Chapter of the Amer- 
ican Association of Hospital Accountants 
recently. 

Five Institute members are scheduled to 
take part in a one-day seminar, sponsored 
by NACA, on “Putting More Useful In- 
formation in Reports,” to be held in New 
York, November 30. John W. Gladson, 
assistant controller, Esso Standard Oil Co., 
New York, will serve as moderator and 
will also speak on the problem of report- 
ing. Members of one of the panels are 
|. Wayne Keller, controller, Armstrong 
Cork Co., Lancaster, Pa., L. Russell Feakes, 
general controller and assistant treasuref, 
Johnson & Johnson, New Brunswick, 
N. J., and C. V. Boulton, treasurer, I.B.M,, 
New York. Daniel G. Schuman, control- 
ler, Stromberg-Carlson Co., Rochester, will 
be a member of another panel. 


EXTRACURRICULAR ACTIVITY ... 

Verl L. Elliott, controller, the Atlantic 
Refining Co., Philadelphia, was official 
representative of Controllers Institute at 
the Annual Meeting of the Systems and 
Procedures Association in Philadelphia, 
October 22-24. Mr. Elliott, a past national 
president of the Institute, has accepted the 
chairmanship of the Institute’s 1958 At- 
nual National Conference to be held im 
Atlantic City, New Jersey. 
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